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INTRODUCTION 


INTRODUCTION 


Purpose  of  the  Report 


The  purpose  of  the  Legislative  Fiscal  Report  is  to  report  to 
the  1997  legislature  and  all  interested  parties  on  the  fiscal 
actions  of  the  1997  legislature  and  the  fiscal  status  of  state 
government  through  the  1999  biennium.  It  accomplishes 
this  purpose  by:  1)  reporting  on  appropriations  to  and 
revenues  of  state  government  as  determined  by  the 
legislature;  and  2)  discussing  other  fiscal  issues  pertaining 
to  the  state's  fiscal  status. 

How  to  Use  this  Report 

Volumes  1  and  2  discuss  the  economic  assumptions  and 
revenue  forecasts  used  by  the  legislature,  as  well  as  tax 
policies  and  initiatives  enacted  by  the  legislature.  These 
volumes  also  contain  appropriations  and  policy  decisions 
pertaining  to  state  agency  programs.  In  contrast,  this 
volume  (the  "Overview")  presents  a  broader  fiscal 
overview  and  summarizes  significant  fiscal  actions  having 
a  statewide  or  multi-agency  impact.  Therefore,  the  reader 
may  use  this  document  for  a  summary  of  state  government 
fiscal  position  and  issues,  and  use  Volumes  1  and  2  for 
greater  detail,  if  desired. 

The  report  has  nine  components,  listed  here  and  described 
further  below: 

OVERVIEW: 

Legislative  Budget  Summary 
Other  Budget  Highlights 
2001  Biennium  Outlook 
General  Reference 

VOLUMES  1  AND  2: 

Revenue  Estimates 

HJR2 

Tax  Policy  and  Initiatives 

Appropriations  by  Agency  and  Program 

HB2 


Legislative  Budget  Summary 

This  section  provides  a  summary  of  the  overall  state  fiscal 
position  and  of  legislative  budget  action.  It  includes  a 
summary  of  general  fund  and  total  fund  revenues  and 
expenditures  in  the  1997  biennium,  as  well  as  the 
anticipated  state  general  fund  balance  at  the  end  of  both 
the  1997  and  1999  biennia.  It  also  serves  as  a  summary 
of  major  fiscal  policy  issues  and  budget  action  discussed 
in  more  detail  in  subsequent  sections,  including  a 
comparison  of  the  budgets  established  for  the  1999 
biennium  to  both  the  1997  biennium  and  the  published 
Executive  Budget. 

This  section  also  summarizes,  by  function  of  state 
government,  major  policy  decisions  of  the  legislature  in 
various  functional  areas,  such  as  human  services  and 
education.  It's  purpose  is  to  provide  the  reader  with  a 
quick  reference  on  major  actions  by  the  legislature  and  on 
any  resulting  changes  in  overall  state  government  scope 
and/or  emphasis.  Each  function,  by  individual  agency,  is 
discussed  in  greater  detail  in  the  "Appropriations  by 
Agency  and  Program"  narrative. 

Other  Budget  Highlights 

This  section  provides  a  brief  discussion  of  each  of  several 
other  budget  issues  addressed  by  the  legislature  that  either 
have  a  statewide  or  multi-agency  impact. 

2001  Biennium  Outlook 

The  sufficiency  of  ongoing  revenue  to  fund  ongoing 
expenditures  of  the  general  fund  is  discussed  in  this 
section. 

General  Reference 

This  section  provides  an  overview  of  budget  basics, 
including  budget  terms  and  concepts.  It  is  designed  to 
provide  the  reader  with  a  basic  grounding  with  which  to 
read  and  understand  the  budget  terms  and  concepts  used  or 
referred  to  in  this  report.  This  section  also  provides  a 
comparison  of  agency  budgets  by  fund  type. 
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Revenue  Estimates 

The  "Revenue"  section  provides  a  summary  and  overview 
of  major  revenue  sources  to  the  state,  including  general 
fund,  trust  funds,  and  Resource  Indemnity  Trust.  The 
sections  also  includes  a  discussion  of  the  economic 
assumptions  used  to  derive  the  revenue  estimates 
established  by  the  legislature  in  House  Joint  Resolution  2. 

HJR2 

For  reference,  a  copy  of  HJR  2  is  provided.  This 
resolution,  approved  by  both  houses,  provides  an  official 
estimate  of  the  state's  anticipated  revenue  for  each  year  of 
the  1999  biennium. 

Tax  Policy  and  Initiatives 

This  section  provides  a  summarization  and  review  of  the 
major  tax  policy  and  revenue  initiatives  considered  and 
those  approved  by  the  legislature. 


Appropriations  by  Agency  and  Program 

Within  this  narrative,  sections  A  through  E  include  a 
detailed  discussion  of  the  appropriations  established  by  the 
legislature  for  each  agency  and  program  in  state 
government  that  receives  an  appropriation  in  House  Bill  2. 
Each  section  contains  a  number  of  agencies  organized  by 
functional  grouping.  Also  included  is  a  brief  discussion 
within  each  agency  of  other  bills  having  a  fiscal  impact  on 
the  agency.  A  more  detailed  explanation  of  the 
organization  and  content  of  this  narrative  is  included  in  the 
introduction  in  Volume  1.  This  narrative  also  includes  a 
discussion  of  all  budget  initiatives  in  the  Long-Range 
Building  Program  under  section  F. 

House  Bill  2 

For  reference,  the  report  ends  with  the  inclusion  of  a  copy 
of  HB  2  (the  general  appropriations  act). 


LEGISLATIVE  BUDGET 
SUMMARY 


GENERAL  FUND  LEGISLATIVE  ACTION 


Executive  Summary 

A  healthy  state  economy  and  the  implementation  of  policy 
initiatives  to  control  expenditure  growth  by  the  previous 
two  legislatures  provided  the  55th  Legislature  the 
opportunity  to  address  budget  issues  without  the  chronic 
general  fund  budget  deficit  problems  that  plagued 
Montana  for  several  bienniums  prior  to  the  1995  session. 
This  section  highlights  the  1997  legislature's  response  to 
the  state's  general  fund  fiscal  outlook,  while  the  remainder 
of  this  overview  volume  characterizes  the  legislature's 
1999  biennium  budget  response  in  several  categories, 
including  budget  comparisons  (to  prior  biennia  and  to  the 
executive  recommendation),  appropriations  and  revenue 
summaries,  and  a  review  and  discussion  of  some  of  the 
major  fiscal  policy  changes  and  issues  dealt  with  by  the 
legislature.  It  also  includes  a  2001  biennium  preliminary 
projection  and  a  general  reference  section. 

A  sluggish  state  economy  and  a  structurally  imbalanced 
general  fund  (ongoing  expenditures  exceeded  ongoing 
revenues)  in  past  biennia  created  an  environment  of  fiscal 
constraint  and  state  budget  reductions,  including  a  series 
of  across-the-board  budget  cuts  in  regular  legislative 
sessions  and  special  sessions,  to  meet  budget  shortfalls. 

A  combination  of  a  revived  state  economy  beginning  with 
the  1997  biennium  and  the  achievement  of  a  nearly 
structurally  balanced  general  fund  cash  flow  over  the  past 
two  biennia  resulted  in  the  improved  fiscal  outlook  as  the 
1997  legislature  convened  to  establish  the  1999  biennium 
budget.  The  economic  outlook  calls  for  a  moderated  but 
continued  growth  in  the  state  economy,  as  tourism, 
agriculture,  and  other  staple  state  industries  continue  to 
show  a  positive  outlook.  State  revenues  follow  suit  with 
a  moderate  growth  pattern. 


Even  though  the  1997  legislature  was  afforded  a  budget 
"surplus"  over  present  law  needs,  the  clear  mood  of  the 
legislature  was  one  of  fiscal  constraint  and  control  of 
government  budget  growth.  This  desire  for  constraint  had 
to  be  balanced  against  chronic  demands  for  increased 
government  services.  Specific  budget  challenges  and 
uncertainties  facing  the  1997  legislature  included: 

•  dramatic  correctional  system  population  growth 
projections  and  infrastructure  needs 

•  property  tax  reappraisal  and  a  clear  desire  to 
mitigate  the  effects  of  projected  revenue  windfalls 
that  were  included  in  present  law  projections 

Executive  Budget  proposals  that  exceeded 
available  revenues  based  on  economic 
assumptions  adopted  by  the  Revenue  Oversight 
Committee 

•  infrastructure  deficiencies  that  prompted  one  of 
the  largest  capital  projects  requests  in  history 

uncertainty  about  federal  budget  reforms  in  the 
area  of  human  services,  education,  and 
transportation. 

The  legislature  addressed  all  of  these  challenges  beginning 
with  the  $113  million  projected  fund  availability  and 
adjourned  with  a  projected  ending  fund  balance  of  nearly 
$25  million.  The  initiatives  used  to  achieve  this  objective 
are  summarized  in  the  categories  shown  in  Table  1  and  are 
explained  below. 


Pre-session  general  fund  estimates  projected  an  ending 
fund  balance  of  $138  million  with  full  funding  of  present 
law  services.  After  allowing  for  an  ending  fund  balance  in 
the  traditional  $20  -  $25  million  range  (the  legislature  left 
a  projected  fund  balance  of  $24.5  million),  this  left  the 
legislature  with  an  approximate  $114  million  in  available 
funds  over  proposed  present  law  needs,  as  shown  in 
Table  1. 
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Table  1 

Legislative  Action  Summar 

y 

GeneralFund   1999  Biennium 

Pre-Session  Projected  Fund  Balance 

[Milll.-l 

$138.2 

Post-Session  Projected  Fund  Balance 

24.5 

Funds  Available 

$1  13.7 

Leg  islativ  e  Actio  n 

Revenues 

1997  Balance  Revisions 

$9.1 

Estimate  Revisions 

19.6 

Tax  C  hanges 

(73.7) 

Transfers 

20.2 

D  isbu rsements 

Dow  nsizing 

$46.9 

New  Initiativ es 

(115.4) 

Statuto  ry  R  evisions 

(19.0) 

Other 

(1.4) 

Total 

($1  13.7) 

Revenue  Estimate  Revisions 

The  legislature  adopted  revised  revenue  estimates  for 
income  tax,  corporate  tax,  and  other  sources  that  increased 
anticipated  revenues  by  $9.1  million  in  the  1997  biennium 
and  $19.6  million  in  the  1999  biennium,  providing  $28.7 
million  in  additional  anticipated  revenues.  For  additional 
information,  see  the  General  Fund  Revenues  section  in 
Volume  1  of  this  report. 

Tax  Changes 

The  legislature  provided  a  net  of  $73.7  million  in  tax  relief 
to  taxpayers,  almost  exclusively  due  to  mitigation  of  a 
projected  increase  in  property  tax  revenues  as  a  result  of 
current  law  property  tax  reappraisal.  This  reduced  the 
available  "surplus".  See  the  "Tax  Policy  and  Initiatives" 
section  in  Volume  1  of  this  report  for  additional 
information. 


budget  needs.  This  was  considered  a  payback  of  a  transfer 
of  the  same  amount  from  the  general  fund  in  1989  to 
address  a  state  compensation  fund  crisis. 

Downsizing 

Although  the  total  cost  of  present  law  services  increased 
due  to  maintenance  of  full  employee  staffing,  caseload  and 
enrollment  increases,  and  inflation,  the  legislature 
trimmed  the  executive  present  law  budget  proposals  by 
nearly  $47  million  through  elimination  of  services  and 
general  efficiency  initiatives.  These  initiatives  included 
revised  Medicaid  projections  and  public  school  enrollment 
estimates. 

New  Initiatives 

The  legislature  approved  increases  in  state  expenditures  of 
over  $115  million  for  new  initiatives.  They  included 
double  digit  percentage  increases  in  corrections  costs  for 
operating  and  infrastructure  needs,  increased  BASE 
funding  for  public  schools  as  well  as  one-time  funding  for 
technology  improvements,  and  higher  education  funding 
increases. 

Statutory  Revisions 

This  includes  shifting  of  funding  for  certain  functions  and 
the  increase  in  debt  service  obligations  as  a  result  of  a 
large  bonding  authorization  for  capital  projects. 

The  following  discussion  provides  additional  detail  on 
fund  balance  history  and  revenue  and  disbursement  actions 
by  the  legislature  to  achieve  the  target  1999  biennium 
ending  fund  balance. 


Fund  Transfers 

The  legislature  transferred  $20  million  from  the  state 
workers'  compensation  fund  to  the  general  fund  to 
increase  available  revenues  to  support  1999  biennium 
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1997  Biennium  General  Fund  Balance 

After  completion  of  the  54th  legislative  session,  the  general 
fund  balance  was  projected  to  be  $21.8  million.  This 
balance  was  based  on:  1)  revenue  estimates  adopted  in  HJR 
9;  2)  LFD  statutory  appropriation  estimates;  and  3)  all 
general  fund  appropriations  authorized  by  the  legislature. 
The  54th  Legislature  did  not  anticipate  there  would  be  any 
supplementals  requested  during  the  1997  biennium. 

As  Table  2  shows,  the  revised  general  fund  balance  at  the 
end  of  the  1997  biennium  is  projected  to  be  $24.7  million. 
The  revised  projection  for  the  1997  biennium  general  fund 
balance  is  based  on:  1)  revenue  estimates  adopted  by  the 
55th  Legislature  in  HJR  2;  2)  LFD  statutory  appropriation 
estimates;  and  3)  general  fund  appropriations  including 
supplemental  appropriations  adopted  by  the  55th 
Legislature.  This  projected  balance  equals  1.3  percent  of 
anticipated  revenues  for  the  1997  biennium  and  is  slightly 
above  the  statutory  trigger  delineated  in  section  17-7-140, 
MCA,  which  requires  the  Governor  take  steps  to  reduce 


appropriations  to  maintain  fund  solvency.  The  overall 
increase  in  the  projected  general  fund  balance  is  due  to 
several  factors  that  have  transpired  since  the  adjournment  of 
the  54th  Legislative  Session.  While  1997  biennium  general 
fund  available  revenues  (revenues  plus  fund  balance)  are 
expected  to  be  $9.1  million  more  than  anticipated,  total 
disbursements  are  expected  to  be  $5.7  million  more  than 
authorized  by  the  54th  Legislature.  The  primary  reasons  for 
the  increased  disbursements  are:  1)  proposed  supplemental 
appropriations  of  $14.2  million;  2)  emergency 
appropriations  of  $3.8  million;  and  3)  higher  income  tax 
relief  refunds  of  $5.1  million.  These  increased  costs  were 
mitigated  by  lower  distributions  to  public  schools,  lower 
statutory  appropriation  costs,  and  less  property  tax  refunds 
authorized  by  HB  497  during  the  1995  session.  As  Table  2 
shows,  the  combined  impact  of  higher  revenues  and  greater 
disbursements  is  a  net  increase  in  the  projected  ending  fund 
balance  of  $3.0  million  for  the  1997  biennium.  This  balance 
becomes  the  beginning  fund  balance  for  the  1999  biennium 
budget. 
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Table  2 

Comparison  of  1997  Biennium  General  Fund  Balance 

In  Millions 

June  1995 

Post  1997  Si 

*und  Balance  Item 

Fiscal 

Leg  i  si 

ative 

Differences 

Report 

Fiscal  Report 

Beginning  Fund  Balance 

$41,132 

$47,011 

$5,879 

Estimated  Revenues 

General  Fund 

1,952.424 

1,955.643 

3.219 

Total  Revenue  Available 

$1,993,556 

$2,002,654 

$9,098 

Estimated  Disbursements 

State  Agencies  &  University  System 

$964,966 

982.623 

$17,657 

Distribution  to  Schools 

Direct  State  Aid 

542.987 

542.443 

(0.544) 

Guaranteed  Tax  Base 

284.679 

279.182 

(5.497) 

Transportation 

21.106 

20.763 

(0.343) 

Special  Education 

67.477 

67.215 

(0.262) 

Other 

8.274 

7.457 

(0.817) 

Total  to  Schools 

$924,523 

$917,060 

($7,463 

Tax  Relief  Appropriations 

Income  Tax  Refund 

16.378 

21.482 

5.104 

Property  Tax  Refund 

15.000 

10.578 

(4.422 

Statutory  Appropriations 

Personal  Property  Reimbursement 

36.766 

25.686 

(11.080) 

Debt  Service 

11.930 

10.478 

(1.452) 

TRANS 

3.256 

5.081 

1.825 

Other 

9.063 

15.594 

6.531 

Total  Statutory 

$61,015 

$56,839 

($4,176 

Legislative  Session  Costs 

4.808 

4.929 

0.121 

Supplemental 

0.000 

14.158 

14.158 

Reversions 

Total  Disbursements 

(5.000; 

(20.281; 

(15.281 

$1,981,690 

$1,987,388 

$5,698 

Adjustments 

(2.303; 

(2.400; 

(0.097 

Residual  Equity  Transfer 

12.196 

11.874 

(0.322 

Ending  Fund  Balance 

$21,759 

$24,740 

$2.981 
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1999  Biennium  Projection 

Table  3  shows  the  1999  biennium  projected  balances  in  the 
general  fund  account  prior  to  and  after  the  Fifty-fifth 
legislature.  The  purpose  of  this  comparison  is  to  highlight 
legislative  action  in  formulating  the  1999  biennium  budget. 

The  pre-session  estimate  of  a  $138.2  million  projected 
general  fund  balance  was  developed  under  the  constraints  of 
section  5-12-303,  MCA.  These  statutes  require  the 
executive  and  the  Legislative  Fiscal  Analyst  to  develop  and 
analyze  the  biennium  budget  using  base,  present  law  ,  and 
new  proposals  as  defined  in  Section  17-7-102,  MCA.  In 
essence,  the  projected  balance  of  $138.2  million  would  have 
been  the  balance  if  the  legislature  would  have  continued 
state  government  operations  at  the  "present"  authorized  level 
including  all  existing  taxation  laws. 

The  second  estimate  of  $24.5  million  is  the  post-session 
estimate  which  incorporates  all  legislation  enacted  by  the 
Fifty-fifth  Legislature.  Table  3  highlights  significant 
revenue  and  disbursement  actions.  The  following  discussion 
briefly  explains  these  actions. 

Significant  Revenue  Actions 

The  55th  Legislature  passed  legislation  which  significantly 
reduced  general  fund  revenue  from  property  taxes  and 
income  taxes  during  the  1999  biennium.  General  fund 
revenue  was  also  impacted  by  legislation  which  de- 
earmarked  a  portion  of  insurance  tax  revenue  and  earmarked 
vehicle  fees  for  district  court  operations. 

The  property  tax  revenue  estimates  adopted  by  the 
legislature  included  the  impacts  of  cyclical  reappraisal 
scheduled  to  go  into  effect  on  January  1,  1997.  The 
legislature  passed  legislation  to  mitigate  the  impacts  of 
reappraisal,  which  reduced  estimated  property  tax  revenues 
during  the  1999  biennium.  As  a  result  of  SB  195,  the  new 
assessed  values  for  property  in  agricultural  (class  3), 
residential  and  commercial  land  and  improvements  (class  4), 
and  timberland  (class  10)  will  be  phased  in  at  2  percent  per 
year  beginning  on  January  1,  1997.  In  addition,  the  tax  rate 
for  classes  3  and  4,  currently  at  3.86  percent,  will  be  reduced 
by  .022  percent  per  year.    Property  tax  (and  associated 


nonlevy)  revenue  deposited  in  the  general  fund  will  be 
reduced  by  approximately  $75.0  million  during  the  1999 
biennium.  (See  Tax  Policy  and  Initiatives  Section,  Volume 
1,  for  a  detailed  discussion  of  SB  195.) 

Income  tax  revenue  will  be  reduced  by  $7.6  million  during 
the  1999  biennium  as  a  result  of  enacted  legislation.  SB  151 
expanded  the  deduction  for  medical  premiums  not  subject  to 
an  income  floor,  and  also  expanded  the  relatives  for  whom 
long-term  care  premiums  may  be  deducted  for  tax  purposes. 
Another  set  of  bills  established  and  expanded  exemptions  for 
savings  the  taxpayer  accumulates  for  medical  care, 
purchasing  a  first  home,  and  expenses  associated  with  higher 
education  for  a  member  of  a  family.  The  homeowner-renter 
credit  was  made  more  restrictive  by  legislation  that  limits 
eligibility  to  households  with  incomes  equal  to  $35,000  or 
less. 

Two  bills  de-earmarked  a  portion  of  the  insurance  premium 
tax  revenue.  Under  current  law,  a  portion  of  the  insurance 
premium  tax  was  used  to  fund  the  retirement  accounts  for 
police  and  firemen.  HB  169  directs  that  this  revenue  be 
deposited  in  the  general  fund  and  authorizes  a  general  fund 
statutory  appropriation  to  pay  the  expenses  to  the  retirement 
accounts.  HB  430  de-earmarks  the  1.5  percent  tax  on  fire 
insurance  premiums  and  deposits  the  revenue  in  the  general 
fund.  Revenues  in  the  general  fund  are  expected  to  increase 
by  $21.1  million  during  the  1999  biennium  (with  an 
offsetting  appropriation)  as  a  result  of  these  bills. 

Under  current  law,  seven  percent  of  motor  vehicle  fees  are 
deposited  in  the  general  fund  for  purposes  of  funding  district 
court  operations.  HB  166  changes  the  allocation  of  the  7 
percent  motor  vehicle  fee  from  the  general  fund  to  a  state 
special  revenue  account.  General  fund  revenue  will  be 
reduced  by$l  1.6  million  during  the  1999  biennium.  The  net 
impact  on  the  general  fund  will  be  zero,  however,  as  the 
district  court  operations  will  be  paid  out  of  the  special 
revenue  account  instead  of  the  general  fund. 

Legislation  affecting  other  revenue  sources  will  produce  a 
net  loss  in  revenue  of  $0.6  million  during  the  1999 
biennium.  Other  legislation  that  will  increase  general  fund 
revenues  during  the  1999  biennium  include:  de-earmarking 
several  minor  fees,  depositing  unclaimed  property  in  the 
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Table  3 

Comparison  o 

f  1999  Biennium  General  Fund  Balance 

Pre-S 

ession  vs.  Post-Session  Budget 

In  Millions 

Budget 

Bud 

get 

"und  Balance  Item 

Before  Session 

After  S 

ession 

Diffe 

rences 

1999  Biennium 

1999  Biennium 

ieginning  Fund  Balance 

$15,642 

$24,740 

$9,098 

Estimated  Revenues 

General  Fund  per  HJR  2 

2,084.254 

2,103.856 

19.602 

Significant  Revenue  Actions 

Property  Tax  Revisions 

0.000 

(74.988) 

(74.988) 

Income  Tax  Revisions 

0.000 

(7.623) 

(7.623) 

Insurance  Tax  De-earmarked 

0.000 

21.114 

21.114 

Vehicle  Fee  Earmarked 

0.000 

(11.555) 

(11.555) 

Other  Revisions 

0.000 

(0.620) 

(0.620) 

Total  Changes 

0.000 

(73.672] 

(73.672; 

Total  Revenue  Available 

$2,099,896 

$2,054,924 

($44,972 

Estimated  Disbursements 

All  Agencies 

Present  Law 

1,917.656 

1,870.770 

(46.886) 

New  Proposals 

0.000 

53.155 

53.155 

Miscellaneous  Appropriations 

0.000 

47.513 

47.513 

Employee  Pay 

0.000 

14.687 

14.687 

$1,917,656 

$1,986,125 

$68,469 

Statutory  Appropriations 

Personal  Property  Reimbursement 

25.686 

25.686 

0.000 

Debt  Service 

8.009 

14.337 

6.328 

TRANS 

3.586 

3.586 

0.000 

District  Court  Reimbursement 

11.240 

0.000 

(11.240) 

Police  &  Firement  Retirement 

0.000 

21.631 

21.631 

Other 

1.582 

3.917 

2.335 

Total  Statutory 

$50,103 

$69,157 

$19,054 

Legislative  Session  Costs 

5.050 

5.050 

0.000 

Supplemental 

0.000 

0.000 

0.000 

Reversions 

Total  Disbursements 

(5.ooo; 

(5.ooo; 

0.000 

$1,967,809 

$2,055,332 

$87,523 

Adjustments 

0.000 

(1.400; 

(1.400 

Residual  Equity  Transfer 

6.122 

6.289 

0.167 

State  Fund  Transfer 

0.000 

20.000 

20.000 

Ending  Fund  Balance 

$138,209 

$24,481 

($113,728 
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general  fund,  and  establishing  purchase  prices  for  new 
beer  and  wine  licenses.  Legislation  that  will  reduce 
general  fund  revenues  during  the  1999  biennium  include: 
reducing  the  distribution  of  beer  tax  to  the  general  fund, 
redistributing  coal  severance  tax  revenues  to  pay  debt 
service  on  state  bonds,  allowing  the  university  system  to 
earn  interest  on  its  investments,  and  expanding  eligibility 
for  inheritance  tax  exemptions. 

Significant  Disbursement  Actions 

The  legislature  increased  general  fund  appropriations  by 
about  $68.5  million.  This  increase  was  primarily  due  to 
new  proposals.  The  largest  increases  were  in  corrections 
and  K-12  education  schedule  increases.  The  reduction  of 
$46.9  million  in  present  law  adjustments  from  the 
executive  requested  level  is  primarily  due  to  revised 
human  services  costs  and  lower  K-12  enrollment 
projections.  The  legislature  added  $100.7  million  of  new 
proposals  primarily  to  address  the  rising  corrections 
population  and  to  increase  the  state's  K-12  per  student 
schedule  amount. 

The  legislature  also  adopted  an  employee  pay  plan  for  the 
1999  biennium.  This  pay  increase  is  estimated  to  cost 
about  $35.0  million,  with  $14.7  million  being  provided  by 


the  state  general  fund.  (See  "State  Employee  Pay  Plan"  in 
this  volume  for  additional  details  on  employee  pay.) 

As  with  previous  legislative  sessions,  there  are  numerous 
miscellaneous  appropriations  ("cats  and  dogs"  bills)  that 
were  discussed  throughout  the  session.  The  Fifty-fifth 
Legislature  minimized  these  appropriations  and  enacted 
only  $0.37  million  of  miscellaneous  appropriations, 
excluding  the  $47,143  for  public  school  support.  These 
bills  are  discussed  in  more  detail  in  agency  narratives  of 
Volumes  I  and  II  of  this  publication. 

The  last  significant  disbursement  change  adopted  by  the 
legislature  was  the  de-earmarking  of  various  revenue 
sources.  Although  the  revenue  from  these  sources  is  to  be 
deposited  in  the  general  fund,  a  corresponding  general 
fund  appropriation  is  necessary  in  order  to  continue  the 
state  functions.  HB  166  and  HB169  implemented  these 
changes  and  the  impact  on  the  ending  fund  balance  is 
estimated  to  be  minimal. 

Fund  Balance 

Table  4  shows  the  detailed  general  fund  balance  sheet. 
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Table  4 
Estimated  General  Fund  Balance 

Figures  In  Millions 


Beginning  Fund  Balance 

Receipts 

Estimated  Receipts 

Total  Available 

Disbursements 

General  Appropriations 

School  Equalization  Account 

Language  Appropriations 

Pay  Plan  Appropriations 

Statutory  Appropriations 
Income  Tax  Refund 
Property  Tax  Reimbursement 
Debt  Service 
TRANS  Interest 
Retirement  Benefits 
District  Court  Reimbursement 
Depository  Banking  Services 
DUI  Testing  Equipment 
Disaster/Emergency 
Cash  Management 
State  Lands  Equlaization  Payments 
GABA  Local  Government 
Police  &  Firemen  Retirement 
Highway  Patrol  Retirement 

Miscellaneous  Appropriations 

Continuing  Appropriations 

Supplemental 

All  Other  Agencies 

School  Equalization  Account 

Feed  Bill 

Reversions 

Anticipated  Disbursements 

Adjustments 

State  Equalization  Balance  Transfer 

Residual  Equity  Transfer 

Ending  Fund  Balance 


Actual  tstimated        Estimated        Estimated        Estimated        Estimated 

Fiscal  1996     Fiscal  1997     Fiscal  1998     Fiscal  1999     Fiscal  96-97    Fiscal  98-99 


$47,011 


$30,145 


$24,740 


$20,968 


$47,011 


$24,740 


963.193  992.450        1,002.384        1,027.800        1,955.643        2,030.184 


$1,010,204     $1,022,595     $1,027,124     $1,048,768     $2,002,654     $2,054,924 


940.162 


21.482 

12.843 

6.353 

3.221 

4.703 
0.715 

0.704 
0.006 


(5.192) 


931.751 

0.052 
11.613 


12.843 
4.125 
1.860 

5.204 
0.785 

3.102 
0.375 


9.839 
16.844 

14.158 

4.929 
(15.089) 


951.877 


4.697 


12.843 
4.236 
1.806 


0.785 


0.006 
0.571 
0.305 

10.624 
0.271 

31.883 


972.048        1,871.913        1,923.925 


(2.500) 


9.990 


12.843 

10.101 

1.780 


0.785 


0.006 
0.601 
0.316 

1 1 .007 
0.271 

15.630 


5.050 
(2.500) 


0.052 
11.613 

21.482 

25.686 

10.478 

5.081 

9.907 
1.500 

3.806 
0.381 


9.839 
16.844 

14.158 

4.929 
(20.281) 


14.687 


25.686 

14.337 

3.586 


1.570 


0.012 
1.172 
0.621 

21.631 
0.542 

47.513 


5.050 
(5.000 


$984,997 
(2.200) 
7.138 
$30,145 


(1 ,002.391 
(0.200) 
4.736 
$24,740 


$1,017,404 
(1.400) 
12.648 
$20,968 


$1,037,928 

13.641 
$24,481 


$1,987,388 
(2.400) 
11.874 

$24,740 


$2,055,332 

(1.400; 

26.289 

$24.481 
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Introduction 

This  section  summarizes  the  legislative  budget  in 
comparison  to  expenditures  for  the  preceding  biennium. 

The  legislature  adopted  a  1999  biennium  budget  that  is  a 
$85.9  million,  or  4.4  percent,  increase  in  general  fund  and  a 
$282.7  million,  6.1  percent,  increase  in  total  state  spending. 
The  legislative  budget  for  general  fund  and  total  spending 
increases  is  funded  with  existing  sources  of  revenue,  and  the 
increased  spending  includes  significant  new 
proposals/initiatives  in  excess  of  $152  million  for  the  1999 
biennium. 


Budget  Analysis,  Overview  Volume,  January  1997,  on  page 
76.  The  June  1996  interim  report  adopted  by  the  LFC  on 
budget  comparison  methodology  is  available  from  the 
Legislative  Fiscal  Division. 

Comparison  to  1997  Biennium 

Tables  5  and  6  show  a  comparison  of  expenditures  from  the 
1997  to  1999  biennia  for  general  fund  and  total  funds.  As 
shown  in  the  tables,  the  largest  increases  are  in  human 
services,  corrections,  and  education,  with  the  Department  of 
Corrections  consuming  almost  46.0  percent  of  the  entire 
general  fund  increase. 


Although  general  fund  appropriations  increase  over  4.0 
percent,  the  largest  increase  is  in  state  special  funds  (over  1 5 
percent),  primarily  due  to  additional  expenditures  in:  1)  the 
university  system,  primarily  for  increased  enrollment  and 
faculty  salaries;  2)  the  Department  of  Transportation, 
primarily  for  increased  construction;  and  3)  the  Department 
of  Public  Health  and  Human  Services,  primarily  for  the 
mental  health  managed  care  contract.  Expenditure  increases 
are  discussed  in  more  detail  in  the  "Expenditure  Proposals" 
section  of  this  volume. 

Comparison  Methodology 

The  state  budget  is  complex,  and  the  methods  used  to 
compute  the  comparisons  can  vary  considerably  and  be 
subject  to  manipulation.  The  Legislative  Finance 
Committee  (LFC)  developed  a  budget  comparisons 
methodology  during  the  interim  that  measures  budget 
performance  using  total  state  expenditures  for  state  general 
operations  funded  by  taxpayer  taxes,  licenses,  and  fees.  The 
methodology  addresses  issues  of  proper  representation, 
fairness,  balance,  and  consistency.  The  LFC  sponsored  a 
committee  bill  to  the  1997  legislature  (SB  35)  that  makes  the 
proposed  methodology  a  statutory  requirement.  This  will 
ensure  consistency  of  application  and  avoid  manipulation  of 
comparison  information. 

The  comparisons  on  the  following  pages  were  prepared 
using  the  SB  35  methodology.  A  discussion  of  budget 
comparison  methodology  and  the  LFC  recommendation  is 
included  in  the  "Other  Fiscal  Issues"  section  of  the  LFD 


The  tables  are  divided  into  three  sections': 

1)  The  top  part  of  the  table  includes  all  appropriations 
recommended  for  inclusion  in  HB  2  (the  general 
appropriations  act). 

2)  Because  HB  2  does  not  include  all  appropriations 
authorized  by  the  legislature,  the  second  part  of  the  table 
includes  additional  legislative  appropriations.  This  section 
is  referred  to  as  "Comparable  Adjustments",  as  they  are 
adjustments  that  can  be  compared  from  one  biennium  to  the 
other.  The  total  shown  in  the  "Total  Legislative  Budget 
Fiscal  98-99"  (1999  biennium)  column  represents  all 
appropriations  made  by  the  legislature,  except  for  the  non- 
cash portion  of  Long-Range  Building  proposals.  (These 
proposals  are  specifically  excluded  from  the  comparisons 
because  of  the  spending  and  timing  variability  that  occurs 
with  most  building  projects.  The  expenditures  are  instead 
reflected  by  the  debt  service  paid  over  the  term  of  any 
bonding/leasing  agreement.)  However,  the  total  in  the 
"Total  Adjusted  Fiscal  96-97"  (1997  biennium)  column  does 


'1997  biennium  budget  figures  consist  of  actual  fiscal  1996 
adjusted  expenditures  and  fiscal  1997  adjusted  appropriations.  The  1997 
biennium  totals  have  been  adjusted  for  agency  reorganizations,  proprietary 
fund  changes  (HB  576)  and  earmarking/statutory  appropriation  changes  (SB 
83).  This  comparison  method  follows  the  SB  35  prescribed  budget 
comparison  methodology.  The  emphasis  is  on  using  comparable  levels  of 
expenditure  in  each  biennium.  except  as  noted  for  "noncomparable" 
adjustments. 
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Table  5 

General  Fund  Comparison 

97  Biennium   Versus  Legislative  Budget99   Biennium 


Total 

A  d  ju  sled 

Fiscal  96-97 


Total 
Leg .  Budget 
F  iscal  98-99 


D  itterence 

99    Biennium 

-  97    Biennium 


%     Change 
9  7    Biennium 
9  9    Biennium 


Agcy 
Code 


Agency    Name 


1  1  04  Legislative   Branch  10.342,069  11.377,259  1.035,190 
1112  Consumer  Counsel 

2  1  1  0  Judiciary  12,227,455  13,886,258  1,658.803 
2115  Montana   Chiropractic   Legal  Panel 
3101  Governors  Office                                                                                              5.268,100                  5.593,030  324,930 

3201  Secretary    of  States  Office  38,246  (38,246) 

3202  Commissioner  of  Political   Practices  628,772  551,425  (77,347) 
3401  State   Auditors  Office                                                                                     4,265,430                  4,498,092                       232,662 
3501  Office  of  Public   Instruction                                                                 928,889,184            953,520,586               24,631,402 
4107  Crime   Control   Division                                                                              4,273,988                  4,228,127  (45,861) 
4110  D  epartment  o  f  Justice                                                                                30.534,589               35,530,749                  4,996,160 
4201  Public  Service   Regulation 

5100  Montana   University    System  221,088,160  224,003,250  2,915,090 

5101  Board    of  Public   Education  237,242  241,806  4,564 
51  13  School   for  the  Deif  &    Blind                                                                    5. 871, 010                  5,981,889                       110,879 

5114  Montana   Arts  Council  247,892  456,058  208,166 

5115  Library    Commission  2,849,096  3.092,321  243.225 

5116  Advisory    Council    for   Vocational   Education 

5117  Historical    Society 

5201  D  epartm  ent  of  F  ish  .  W  ildlife  &    Parks 

5301  Department  of  Environmental  Quality 

5401  Department  o  f  T  ran  sp  o  rtatio  n 

5603  Department  of  Livestock 

5706  Department  of  Natural  Resources  &    Conservation 

5801  Department  of  Revenue 

6101  Department  of  Administration 

6102  Appellate   Defender  Commission 

6104  Public   Employees   Retirement  Board 

6105  Teachers  Retirement  Board 
6107  Long-Range    Building 

6201  D  ep  artm  ent  o  f  A  g  ricu  ltu  re  874,240  1 

6401  Department  of  Corrections  105,919,978  154 

6501  D  epartm  ent  of  C  om  m  erce  3.311,142  3 

6  6  02  Department  of  Labor  &    Industry  2,519,594  2 

6701  D  epartm  ent  of  M  ilitary    Affairs  4,216,793  4 

6901  Department  of  Public   Health   £    Human  Services  447. 313. 095  446, 334, 9  51 

To  tals 


1  2 

.227 

,455 

1  3 

,886 

,258 

5 

.268 

38 

,1  00 
,246 

5 

.593 

,0  3  0 

628 

,772 

55  1 

.425 

4 

.265 

,430 

4 

.498 

.092 

928 

,889 

1  84 

953 

,520 

.586 

4 

,273 

,988 

4 

,228 

.127 

30 

.534 

589 

35 

.530 

,749 

22  1 

,088 

1  60 

224 

,003 

,250 

237 

242 

24  1 

806 

5 

.87  1 

0  1  0 

5 

.98  1 

,889 

247 

,892 

456 

05  8 

2 

,849 

096 

3 

,092 

.321 

2 

.755 

988 

2 

.88  1 

,474 

8  1  7 

523 

829 

094 

3 

,395 
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5 

,064 

,0  7  3 

499 

800 

500 

000 

906 

605 

1 

075 

73  1 

26 

,562 

666 

26 

1  49 

948 

45 
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228 

49 

503 

986 

6 

380 

606 

9 

340 

0  19 

205 

307 

3  1  6 

525 

1  25 

1  1 
,668 


486 
57  1 
5  1  8 
200 
1  26 
7  18) 


1  69 

(4  1  2 

3,945.758 

2,959,4  1  3 

1  1  1  .2  1  8 


.003,224 
,401  .248 
,529,467 
,528,947 
.648,408 


48 


128,984 
,48  1  ,270 

218,325 
9,353 

43  1  ,6  1  5 
(978,144) 


$1,877,998,353     $1,971,067,945 


$93  .069.592 


1  0  .0  1  % 

1  3  .5  7  % 

6.17% 

-100.00  % 

-1  2  .30  % 

5.45% 

2.65  % 

-1  .07% 

16.36% 

1.32% 
1  .92% 
1  89  % 
83  .97  % 
8.54% 

4.55  % 

1  .42  % 

.1  4  % 

.04  % 

.65  % 

.5  5  % 

8  .66  % 

46.38  % 

54.17  % 


14.75  % 
45  .77  % 
6.59  % 
0.37  % 
10.24  % 
-0.22  % 
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1  I 
-1 


"C 

o  m 
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bo  v  c 

1  4 

.687 

,000 

1  4 

,687 

.000 

Income   Tax    Refunds 

2   1 

,482 

,000 

(2  1 

.482 

.000) 

-1  00 

00  % 

Residential    Property    Tax    Refunds 

1  0 

,578 

,000 

(10 

,578 

.000) 

-100 

00  % 

Statutory    Appropriations 

27 

.347 

.000 

20 

.047 

.000 

(7 

,300 

,000) 

-26 

69  % 

University    System    Tuition   &    Fees 

Local    Government   Distributions 

25 

,686 

.000 

49 

.110 

.000 

23 

,424 

.000 

9  1 

1  9  % 

M  iscellaneous   Appropriations 

370 

,000 

370 

.000 

Legislative   Session    Costs 

4 

,929 

,000 

5 

,050 

,000 

1  2  1 

,000 

2 

45  % 

One-Time    Only    Costs 

2  1 

,685 

,000 

(2  1 

,685 

.000) 

-100 

00  % 

Anticipated    Reversions 

(20 

.28  1 

,000) 

(5 

.000 

.000) 

1  5 

.281 

.000 

-7  5 

35  % 

Total  With   Comparable   Adjustments 

$  1 

.969 

.424 

.353 

$2 

,055 

.33  1 

945 

$85 

907 

.592 

4 

36  % 

N 

o  n 

Comparable   Adjustments 

Budget  Amendments 

Supple  men  tals 

1  4 

.158 

,000 

(14 

1  58 

.000) 

-1  00 

00  % 

Disaster/Emergency    Costs 

3 

.806 

,000 

(3 

806 

.000) 

-1  00 

00  % 

Total  With   All  Adjustments 

$1 

,987 

,388 

,353 

$2 

055 

33  1 

945 

$67 

943 
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3 

42  % 
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Table  6 

All  Funds  Comparison 

1997   Biennium   Versus  Legislative  Budget  1999   Biennium 


Agcy 
Code 


Agency    Ni>! 


Tola! 

Adjusted 

Fiscal   96-97 


Total 
Leg.   Budget 
F  iscal  98-99 


D  if le  re  n  c  e 
99    Biennium 
-  97    Biennium 


%     Change 
97    Biennium 
99    Biennium 


1104  Legislative    Branch 

1112  Consumer  Counsel 

2  110  Judiciary 

2  115  Montana   Chiropractic   Legal  Panel 

3101  Governors  Office 

3201  Secretary    of  States  Off  ice 

3202  Commissioner  of  Political  Practices 
3401  State   Auditors  Office 

3501  Office   ofPublic    Instruction 

4107  Crime   Control   Division 

41  10  Department  ofJuslice 

4201  Public   Service   Regulation 

5100  Montana   University    System 

5101  Board    ofPublic   Education 

5113  School   for   the   D  e  a  f  &    Blind 

5114  Montana   Arts  Council 

5115  Library    Commission 

5116  Advisory    Council   for  Vocational   Education 

5117  Historical   Society 

5201  DepartmentofFish.Wildlife&    Parks 

5301  Department  of  Environmental  Quality 

5401  Department  o  f  T  ran  sp  o  rta  no  n 

5603  Department  of  Livestock 

5706  Department  of  Natural   Resources  &    Conservation 

5801  Department  of  Revenue 

6101  Department  of  Administration 

6102  Appellate   Defender  Commission 

6104  Public   Employees   Retirement  Board 

6105  Teachers  Retirement  Board 
6107  Long    Range    Building 
6201  Department  of  Agriculture 
640  1  Department  of  Corrections 
6501  Department  of  Commerce 

6602  Department  of  Labor  &    Industry 

6701  Department  of  Military    Affairs 

6901  Department  of  Public    Health    &    Human    Services 

Totals 


1  4  . 

I  . 

1  5  . 


72 

4 

456 


2  1  5  .475 

87  1  ,438 

052,632 

27,797 

5,987,843 

38.246 

628.772 

5,263  .1  54 

060,799,17  1 

1  3  .954.883 

1  47,258 

206,8  1  7 

27  I  .87  1 

544,062 

6.586,546 

1  .530,828 

6,254,381 

332,090 

5  .607,07  1 

69  .59  1  ,587 

54,230.356 

692.504.002 

1  2.1  36.857 

48  .869.89  I 

48.346.997 

9,800.520 

205  ,307 


8.248.000 
1  6.065  .1  22 
1  1  1  .0  1  3  .204 
80.583  ,77  1 
80.3  10.7  I  0 
1  3  .732.242 
,4  I  5  .934,745 


1  5  .246.859 
2.042.7  1  2 

1  7,330.758 

28.010 

6.180.168 


1 


.03  1 

17  1 

.278, 

192, 


6 

,098 

1  9 

77 
5 


55  I 
.0  1  7 
.8  1  3 
,336 
,795 
,263 


,425 
,193 
,290 
.795 


775 

498,964,233 

592.7  1  9 

6,586,766 

1  ,569,282 

6,956.342 

6.1  1  0.735 
83.44  1  .957 
59,8  1  1  .522 
68  1  ,372,923 
I  3  .697,209 
57.263.747 
5  I  .1  97  .889 
11.953, 
3  16, 


38, 


1 
42, 


,26  1 
.525 


000 
623 


12,394 
1  8,276 
1  58.869.353 
94.830,933 
83.595.579 
1  6,344.960 
.5  1  I  .91  3  .655 


.384 

.274 

.126 

2  I  3 

.325 

(38.246) 

(77.347) 

754.039 

.0  14.1  19 

5  ,381  .9  1  2 

5,648.630 

.056,958 

,692  ,362 

48.657 

220 

38,454 

70  1  .961 

(332.090) 

503.664 

I  3.850.370 

5  .58  I  .1  66 

(1  1  .1  3  1  .079) 

1  .560.352 

8.393.856 

2.850.892 

2.1  52.74  1 

1  1  1  .2  1  8 


4.1  46.000 

2.2  1  1  ,50  1 
47.856,1  49 
1  4.247.162 

3.284.869 

2.6  1  2.7  18 

95.978.9  1  0 


$4,332,893,646  $4,624,667,086    $291,773,440 


7 

9 

1  5 

0 

3 

-1  00 

-I  2 


26  % 

I  5  % 

1  3  % 
77  % 

2  I  % 
00  % 
30  % 


I  4.33  * 
3.58  % 

38.57  1 
7.83  % 

25.12% 
9  36  * 
8.94  % 

2.5  1  % 

11.22% 

-1  00  .00  % 

8.98  % 


I  9 

1  0 
-1 
1  2 

1  7 
5 

2  I 
54 


90  % 

29  % 

6  1  % 

86  % 

1  8  % 

90  % 

97  % 

1  7  % 


50.27  % 
13.77% 
43.1  1  % 
I  7  .68  % 

4.09% 
I  9.03  % 

6.78% 

6.73  % 


L  om  parable    Adju  stments 

Employee    Pay    Proposal 

Inc 

u  tl  e  J    • 

bo  *  « 

34 

950 

000 

34 

950 

000 

Income   Tax    Refunds 

2  1 

482 

.000 

(2  1 

482 

000) 

-100 

00  % 

Residential    Property    Tax    Refunds 

1  0 

578 

,000 

(1  0 

578 

000) 

-100 

00  % 

Statutory    Appropriations 

63 

2  1  3 

.000 

70 

609 

,000 

7 

396 

000 

1  1 

70  % 

University   System    Tuition   &    Fees 

(1  70 

.297 

,000) 

(207 

583 

000) 

(37 

.286 

000) 

2  1 

89  % 

Local   Government   Distributions 

37  1 

0  1  3 

.000 

387 

894 

000 

1  6 

88  1 

.000 

4 

55  % 

M   iscellaneous    Appropriations 

7 

350 

.000 

7 

.350 

.000 

Legislative   Session   Costs 

4 

.929 

.000 

5 

,050 

,000 

1  2  1 

,000 

2 

45  % 

One-Time   Only    Costs 

2  1 

.685 

.000 

(2  1 

.685 

.000) 

-1  00 

00% 

Anticipated    Reversions 

(20 

.281 

.000) 

(5 

.000 

.000) 

15 

.28  1 

.000 

-75 

.35  % 

Total   With    Comparable   Adjustments 

$4 

.635 

.2  1  5 

.646 

$4.9  1  7 

.937 

.0  8  6 

$282 

.721 

.440 

6 

10  % 

Non   Comparable    Adjustments 

Budget   Amendments 

33 

.896 

.000 

(3  3 

.896 

.000) 

-1  00 

.00  % 

Supplemental! 

1  5 

.475 

.000 

(15 

.475 

.000) 

-1  00 

.00  % 

D  isaster/Em  ergency    C  osts 

3 

.806 

.000 

(3 

.806 

.000) 

-100 

.00  % 

Total    With    All    Adjustments 

$4 

.688 

.392 

.646 

$4  .9  1  7 

.937 

.086 

$229 

.544 

,440 

4 

.90  % 

Sole      Com  pitucni  do  aol  include  duburiem  call  (or  Ld1|-Rii|c   B  u  ild  in  |  p 

ok  e  li 

13 


BIENNIAL  BUDGET  COMPARISONS 


not  represent  all  contingent  appropriations  in  that 
biennium,  which  are  included  in  the  third  section. 

3)  The  third  section,  "Noncomparable  Adjustments" 
includes  all  1997  biennium  appropriations,  including 
budget  amendments,  supplemental  appropriations,  and 
disaster/emergency  costs  that  cannot  be  estimated  for  the 
next  biennium.  Because  1999  biennium  expenditures  will 
most  likely  occur  in  this  category,  but  cannot  be  estimated 
at  this  time,  they  are  excluded  from  the  comparable 
adjustments  total.  Consequently,  the  increase  of  3.4 
percent  shown  for  general  fund  and  4.9  percent  for  total 
funds  does  not  represent  a  true  picture  of  potential  growth 
between  biennia. 


appropriations,  and  other  expenditures  and  adjustments. 
The  legislature  authorized  $85.9  million  increased  general 
fund  expenditures  for  the  1999  biennium  as  compared  to 
the  1997  biennium,  or  an  increase  of  4.4  percent.  The 
increase  in  total  state  fund  spending  over  comparable  1997 
biennium  spending  is  $282.7  million,  or  6.1  percent. 
While  comparable  expenditures  decline  from  the  HB  2 
level  for  general  fund  (primarily  due  to  income  and 
property  tax  refunds  that  occurred  in  the  1997  biennium, 
but  are  not  included  in  1999  biennium  budget),  total  fund 
growth  also  declines.  This  decrease  is  also  due  to  income 
and  property  tax  refunds.  An  additional  reason  for  the 
decline  is  the  elimination  of  one-time  costs  that  occurred 
in  the  1997  biennium. 


House  Bill  2  Comparisons 

As  shown  in  Table  5,  the  legislative  general  fund 
appropriations  for  HB  2  increase  by  $93.1  million,  or  5.  0 
percent,  over  the  1997  biennium.  This  includes  $39.9 
million  in  present  law  adjustments  and  $53.2  million  in 
new  proposals.  Total  funds  increase  by  $291 .8  million,  or 
6.7  percent,  including  approximately  $140  million  in 
present  law  adjustments  and  $152  million  in  new 
proposals.  (See  the  discussion  of  present  law  adjustments 
and  new  proposals  in  this  volume.)  The  largest  general 
fund  increases  are  in:  1)  corrections,  due  to  the  expanding 
population  and  other  initiatives;  2)  human  services, 
primarily  for  medicaid  benefits,  provider  rate  increases, 
and  program  expansion;  and  3)  education,  due  to  an 
authorized  K-12  schedule  increase.  The  increase  in  total 
funds  is  due  to  these  same  factors,  plus  additional 
university  tuition  and  highway  construction,  and 
additional  federal  funds,  primarily  in  human  services  and 
education.  A  further  discussion  of  these  increases  is 
included  in  the  "Appropriations  Summary"  section  of  this 
volume.  An  agency  by  agency  description  of  all 
adjustments  is  included  in  the  individual  agency  narratives 
in  Volumes  1  and  2  of  this  report. 

Total  Comparable  Adjustments 

Total  comparable  adjustments  include  all  miscellaneous 
appropriations  (including  tax  rebates,  the  employee  pay 
plan    bill,    and    other   appropriations    bills),    statutory 


Non-Comparable  Expenditures 

"Noncomparable  Adjustments"  show  an  increase  of  3.4 
percent  general  fund  and  4.9  percent  total  funds  between 
biennia.  However,  as  stated  earlier,  this  comparison  tends 
to  be  distorted  by  the  lack  of  comparable  information  for 
the  1999  biennium.  This  section  and  these  comparisons 
are  shown  for  informational  purposes  and  to  complete  the 
listing  of  1997  biennium  expenditures. 

Comparison  Issues 

There  are  two  issues  related  to  budget  comparisons  that 
may  cause  confusion  or  misinterpretation.  Each  issue  is 
discussed  below. 

House  Bill  2  Comparisons 

The  Overview  volume  depicts  a  budget  comparison 
methodology  as  enacted  by  SB  35.  Since  this  proposed 
technique  deviates  from  the  current  legislative  process  of 
establishing  amounts  for  the  general  appropriations  act 
(HB  2),  Table  7  shows  a  reconciliation  between  the  total 
funds  SB  35  budget  comparison  amounts  and  the  HB  2 
total  funds  comparison  shown  in  the  General  Reference 
section  and  the  appropriations  summary  discussion  in  this 
volume.  The  adjustments  shown  in  Table  7  are  based  on 
the  prescribed  methodology  enacted  by  SB  35. 
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Table  7 

Comparison  Reconciliation 

Traditional  Methoc 

I  vs.  SB  35 

Total 

Total 

Adjusted 

Leg.  Budget 

Fiscal  96-97 

Fiscal  98-99 

All  Funds  Comparison  Traditional  Method 

$4,328,682,240  $4,621,220,337 

Less 

Expendable  Trust  Fund 

(151,730) 

(8,947,251) 

Non-Expendable  Trust  Fund 

(3,884,864) 

0 

Plus 

Cash  Building  Program 

8,248,000 

12,394,000 

All  Funds  Comparison  SB  35  Directive 

$4,332,893,646 

$4,624,667,086 

Comparisons  vs.  Budget  Base  Adjustments 


The  Overview  volume  compares  the  1999  biennium 
Legislative  Budget  to  the  1997  biennium  actual 
expenditures  and  adjusted  fiscal  1997  appropriations.  This 
method  is  as  prescribed  by  SB  35,  and  upholds  the  concept 
of  a  comparison  of  the  total  state  budget  from  biennium  to 
biennium,  particularly  due  to  the  cyclical  nature  of  annual 
budgets.  However,  because  the  Legislative  Budget  is 
developed  using  a  statutorily  defined  process,  a  difference 
occurs  in  the  total  changes  indicated  in  this  volume 
compared  to  the  changes  indicated  in  the  individual 
agency  and  program  budgets  discussed  in  the  "Agency 
Budgets  and  Analysis"  section  in  volumes  1  and  2. 

Because  present  law  adjustments  are  added  to  the  base 
year  to  determine  a  present  law  budget,  budget  growth  (as 
prescribed  by  the  amount  of  the  adjustments)  ignores  the 
intermediate  year(s).  In  this  case,  fiscal  1997 
appropriations  are  ignored  for  fiscal  1998  and  1999 
budgets.  Effectively,  this  methodology  facilitates  budget 
development  from  a  vantage  point  of  recent,  actual 
experience,  but  overstates  true  budget  growth  because  all 
increases  are  measured  from  the  base  year. 

Conversely,  using  the  base  year  plus  using  fiscal  1997 
appropriations  for  budget  comparisons  more  accurately 


reflects  true  budget  growth.  This  is  because  the 
increases/decreases  are  measured  from  a  biennium 
perspective  which  takes  into  account  the  annual  increase 
from  the  base  year  to  the  fiscal  1997  appropriated  amount. 

Therefore,  while  the  increases  over  the  base  year  are  a 
necessary  way  to  make  budget  decisions,  they  should  not 
be  used  as  measures  of  budget  growth  or  for  comparison 
purposes.  When  making  comparisons,  the  total  1999 
biennium  recommended  budgets  should  be  examined  in 
comparison  to  the  total  1997  biennium,  as  is  presented  in 
this  volume. 
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Summary 

The  legislature  appropriated  $25.8  million  less  general 
fund  and  $39.0  million  less  total  funds  in  HB  2  and  HB  47 
than  recommended  in  the  introduced  Executive  Budget, 


although  revisions  endorsed  by  the  executive  during  the 
session  resulted  in  only  slight  differences  in  aggregate 
totals.  The  graphs  that  follow  highlight  where  the 
differences  occurred.  As  shown,  the  major  differences 
occur  in  human  services  for  both  general  fund  and  total 


Total  General  Fund 

1999  Biennium  Executive  vs  Legislative  Budget  Recommendation 

coo 

000 

f— )  Executive    gg  Legislative  1 

Millions 
§         i 
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.'. 
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■    ■ 

200 

/=mk  H* 
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' 

1    1HTT- 

Human  Services               Corrections              Higher  Education           Public ! 

.choofe 

AIJ  Other 

$1996.883  Million          $1971.068  Million 

Based  on  action  by  the  55th  Legislature 

funds. 


Total  General  Fund 

1999  Biennium  Legislative  Adjustments  to  Executive  Budget 


($5:257)     ^  ' W 

(S2U29)     BP 


1 


$-25,815  Million 

Based  on  action  by  the  55th  legclature 


~Z1 


($7:053) 


Human  Services  Corrections  HigherEducation  Pubfc  Schools 
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Total  All  Funds 

1999  Bienmum  Executive  vs   Legislative  Budget  Recommendation 


Executive    □  Legislative  I 


Human  Seivfces  Conectnns  Higher  Education  Pubic  Schooh  AUOher 


S4660.249  Million  $4621120  Million 

Based  on  action  by  the  55th  LegeUtuie 


Total  All  Funds 

1999  Biennium  Legislative  Adjustments  to  Executive  Budget 


] 


ZI 


(»»499) 


z: 


($55H) 


P 


i»j6i  ixh  »4gi  (s 


zr 


($11500 
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$-39,029  MiUion 
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Because  certain  adjustments  endorsed  by  the  executive 
during  the  legislative  session  and  the  executive's  property 
tax  mitigation  were  not  included  in  HB  2,  a  straight 
comparison  of  HB  2  and  HB  47  is  somewhat  misleading. 
When  these  two  factors  are  taken  into  account,  the 
legislature  provided  $2.8  million  less  general  fund  and 
$0.4  million  less  total  funds  than  recommended  by  the 
executive. 

Differences  by  Function 

The  following  highlights  some  of  the  major  reasons  for 
the  difference,  by  function.  The  narrative  also  includes  a 
discussion  of  the  state  employee  pay  plan  and  debt  service, 
neither  of  which  is  included  in  HB  2.  (When  all  general 
fund  is  compared,  including  differences  in  anticipated 
reversions  and  statutory  appropriations,  the  legislature 
appropriated  $11.9  million  more  general  fund  than 
recommended  by  the  executive.)  Table  8  highlights  some 
of  the  major  policy  differences  in  HB  2  and  HB  47. 

Human  Services 

The  legislative  budget  is  $29.50  million,  or  1.91  percent 
less  than  the  executive  proposed  budget.  This  reduction  is 
comprised  of  $21.33  million  general  fund,  $1.36  million 
state  special  revenue,  and  $6.81  million  federal  funds. 

The  single  largest  biennial  reduction  occurred  in  the  area 
of  Medicaid  where  a  legislative  limit  on  expenditure 
growth  of  5.25  percent  in  fiscal  1998  and  3.0  percent  in 
fiscal  1999  was  imposed.  Following  the  legislative  action 
imposing  this  growth  limit,  PHHS  presented  its  revised 
Medicaid  benefits  expenditure  projections.  These 
projections  resulted  in  an  overall  biennial  decrease  of 
$23.3  million  from  the  original  Executive  Budget.  Two 
areas  within  the  Executive  Budget  for  mental  health 
managed  care  were  reduced.  A  total  of  $7.6  million  of 
general  fund  was  reduced  due  to  certain  costs  being 
counted  twice  in  the  Executive  Budget,  and  $3.1  million 
earmarked  for  provider  rate  increases  was  reduced  because 
the  proposed  capitated  rates  already  included  a  1 .5  percent 
provider  rate  increase.  The  legislature  reduced  the  state's 
maintenance  of  fiscal  effort  under  the  TANF  (welfare) 
block  grant  to  approximately  83  percent,  resulting  in  a 


Table  8 
Comparison  of  Legislative  Budget  to  Executive  Budget 

Major  Differences,  by  Function 
HB  2  and  HB  47,  Plus  Exec  Property  Tax  Mitigation 


Component 


General  Fund     Total  Funds 


Comparison  HB  2  and  HB  47 
Executive  HB  2* 

Human  Services 

Revised  Medicaid  Estimates** 

Double  Count  Mental  Health** 

Provider  Rate  Increases/DoubleCount 

Reduced  Maintenance  of  Effort  (TANF)* 

Reduce  Operating  Expenses 

New  Proposals  Withdraw/Rejected 

Additional  Welfare  Benefits 

Additional  TANF/Other  Fed  Grants 

Additional  Foster  Care 

Additional  Legislation  Fiscal  Impacts 
Corrections 

Move  Data  Processing  to  HB  188 

Montana  State  Prison 

Pre-Release 

Juvenile  Out-of-Home  Care 
Private  Prisons 
Public  Schools 

Revised  K-12  Enrollment** 

Base  Aid  Schedule  Difference 

Technology  Improvements 

School  Facility  Funding 
Higher  Education 
All  Other  Changes 


Total  Legislative  Budget 

Difference  Legislative  to  Executive  HB  2  and  HB  47 

Legislative  Difference  Endorsed  by  Executive 
Executive  Tax  Mitigation 


Total  Difference  Legislative  to  Executive 


$1.996  9 


$4,660.2 


(7.1) 

(23.3) 

(7.6) 

(7.6) 

(3.1) 

(3.1) 

(6.7) 

(6.1) 

(4.0) 

(4.0) 

(3.9) 

(9.2) 

1.2 

7.3 

0.0 

10.2 

3.8 

5.8 

2.1 

2.3 

(2.7) 

(2.7) 

(2.6) 

(2.6) 

(2.6) 

(2.6) 

2.4 

2.4 

2.5 

2.5 

(16.2) 

(16.2) 

(0.4) 

(0.4) 

12.5 

12.5 

5.5 

0.0 

(1.7) 

3.4 

2.7 

(7.7) 

$1,971.1 


$37.6 
(14.6) 

i$2_8> 


$4,621.2 


($39.0) 


$53.2 
(14.6) 

($0.4) 


'Does  not  include  $14,628  million  in  property  tax  mitigation  not  included  in  HB 

2. 

"Revised  Executive  Budget  based  on  testimony  provided  by  budget  director  to 

free  conference  committee  on  HB  2. 


biennial  reduction  of  $6.1  million.  The  legislature  reduced 
operating  expenses  by  $4.0  million  of  general  fund. 

Computer  proposals  totaling  $3.1  million  were  withdrawn 
by  the  department  during  budget  hearings.  The  legislature 
rejected  in  part  or  total,  or  the  agency  withdrew,  several 
new  proposals  totaling  $6.1  million  which  included:  1) 
$1.3  million  for  expanding  family  preservation  services; 
2)  $1 .0  million  for  expanding  adult  protective  services;  3) 
$2.0  million  for  expanding  home  and  community  based 
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Medicaid  services;  4)  $0.5  million  for  prevention  of 
unintended  pregnancy  programs;  and  5)  $1.3  million  for 
targeted  case  management  for  children  in  the  Medicaid 
program. 

The  legislature  increased  expenditures  in  certain  areas 
compared  to  the  Executive  Budget.  Major  increased  areas 
include:  1 )  $7.3  million  for  benefits  for  the  state's  welfare 
(FA1M/TANF)  program;  2)  $5.3  million  of  additional 
federal  TANF  block  grant  funds  that  were  not  reflected  in 
the  original  Executive  Budget;  3)  $5.8  million  of  total 
funds,  of  which  $3.8  million  were  general  fund,  for  foster 
care  benefit  payments  to  address  caseload  increases;  and 
4)  additional  federal  spending  authority  totaling  $4.89 
million  for  federal  grants  that  are  expected  to  become 
available,  but  were  not  contained  in  the  original  executive 
budget.  These  federal  grants  included  $2.8  million  for 
enhanced  Medicaid  administration.  In  addition,  a  total  of 
$2.3  million  was  added  to  fund  legislation  passed  by  the 
1997  legislature. 

Corrections 


Public  Schools  (K-12  Education) 

As  shown  in  Table  9,  the  legislature  provided  more  funds 
in  HB  2  and  HB  47  than  requested  by  the  executive  in  HB 
2.  If  enrollment  estimate  reductions  endorsed  by  the 
executive  and  the  executive's  estimate  of  the  cost  of 
property  tax  mitigation  are  included,  the  legislature 
provided  $11.1  million  more  general  fund  than  requested. 
The  reduction  in  costs  due  to  mid-session  enrollment 
estimate  adjustments  totaled  $16.2  million  over  the 
biennium.  The  Executive  Budget  was  based  upon  a 
projected  enrollment  of  166,564  in  fiscal  1998  and 
167,424  in  fiscal  1999.  Revised  enrollment  estimates  are 
163,810  in  fiscal  1998  and  163,388  in  fiscal  1999.  In 
addition,  the  legislature  provided  for  a  1  percent  increase 
in  the  BASE  aid  schedules  each  year,  compared  to  the 
executive's  recommended  3  percent  increase  in  fiscal 
1999.  The  legislature  also  provided  $12.5  million  for 
technology  acquisition  not  included  in  the  Executive 
Budget,  and  funded  school  facility  payments  of  $5.5 
million  with  general  fund,  which  the  executive  had 
recommended  be  funded  with  coal  tax. 


The  Executive  Budget  proposed  a  total  biennium  budget 
of  $164.4  million  for  the  Department  of  Corrections 
(DOC).  The  legislature  approved  a  budget  of  $158.9 
million,  or  $5.5  million  less.  The  executive  included  a 
total  of  1,078.9  FTE,  while  the  legislature  funded  1,015.5 
FTE,  or  63.39  fewer.  Major  areas  in  which  the  legislature 
adopted  a  lower  appropriation  than  recommended  include: 
I)  the  proposed  data  processing  budget  of  $2.7  million  in 
HB  2  was  funded  at  $1.89  million  in  HB  188;  2)  the 
request  for  Montana  State  Prison  was  reduced  by  $2.56 
million,  including  a  total  of  $1 .3  million  operational  costs 
for  two  facilities  originally  anticipated  to  come  on-line  in 
the  1999  biennium  but  are  now  delayed  until  the  2001 
biennium;  3)  a  reduction  of  $2.6  million  in  pre-release 
beds  was  made  as  the  number  funded  by  the  executive  are 
not  projected  to  be  available  until  fiscal  1999;  and  4) 
increases  in  juvenile  out-of-home  care  and  private  contract 
prison  beds  were  funded.  The  increase  in  private  beds  was 
primarily  due  to  the  delay  in  availability  of  other  units 
originally  estimated  to  come  on-line  in  the  1999  biennium. 


Table  9 

Comparison  of  Executive  to  Legislature 

Public  School  Funding 

HB  2,  HB  47,  Executive  Tax  M 

tigation 

1999  Biennu 

General 

Total 

Component 

Fund 

Funds 

House  Bill  2  and  House  Bill  47 

$944  0 

$1,094.7 

Executive  HB  2 

Legislative  Adjustments 

K-12  Enrollment  Reductions 

(16.2) 

(162 

BASE  Aid  Schedules 

(0.4) 

(0.4 

Technology  Acquisition 

12.5 

12.5 

School  Facility  Funding 

5.5 

00 

Property  Tax  Mitigation  Reflecting  Legislative  Action 

06 

0.6 

Other  HB  2  Adjustments 

7.5 

7_6 

Total  legislative  Budget 

$953.5 

$1.098  8 

Difference  from  Executive 

$95 

$4.1 

Other  Changes/Changes  Endorsed  by  the  Executive 

$162 

$16.2 

K-12  Enrollment  Reductions 

Executive  Property  Tax  Mitigation 

(14.6) 

(146 

Total  Difference  Legislature  to  Executive 

$111 

$5.7 
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Higher  Education 

The  legislature  reduced  the  executive  general  fund  request 
for  the  Montana  University  System  (MUS)  by  $1 .7  million 
and  increased  other  funds  by  $5.0  million,  for  a  net 
biennial  increase  of  $3.4  million  in  House  Bill  2. 
However,  the  biennial  increase  includes  $5.5  million 
spending  authority  for  millage  revenue  beyond  current 
revenue  estimates.  After  adjustment  for  this  additional 
millage  authority,  the  legislative  appropriation  is 
approximately  $2.0  million  less  than  the  Executive 
Budget. 

Major  action  included:  1 )  a  reduction  of  the  executive  new 
proposal  for  distance  learning  by  $2.8  million  general 
fund;  2)  a  general  fund/interest  earnings  funding  switch  of 
$3.7  million;  3)  a  $1.8  million  tuition  spending  authority 
increase  so  that  the  MUS  could  increase  tuition  by 
approximately  7  percent,  rather  than  the  6  percent 
proposed  in  the  Executive  Budget;  and  4)  a  $1.8  million 
general  fund  appropriation  for  negotiated  faculty  salaries 
in  the  research  and  public  service  agencies.  The 
legislature  also  enacted  a  non-specified  $4.0  million 
general  fund  increase,  which  partially  offset  the  additional 
millage  appropriation. 

Debt  Service 

The  Executive  Budget  request  included  a  total  of  $7.5 
million  in  new  general  fund  debt  service  payments  for  the 


1999  biennium.  Of  that  amount,  $4.5  million  was  to  fund 
debt  service  payments  for  Long-Range  Building  Program 
(LRBP)  bonds  authorized  in  HB  14  and  $3.0  million  for 
information  technology  (IT)  bonds  approved  in  HB  188. 
The  actual  new  general  fund  debt  service  budgeted  for  by 
the  1997  legislature  includes  $2.5  million  for  LRBP  and 
$3.1  million  for  IT,  for  a  total  biennial  debt  service  of 
nearly  $5.6  million  in  general  fund.  The  reduction  in  the 
1999  biennial  debt  service  costs  for  the  LRBP  is  primarily 
because  the  bonding  program  approved  by  the  legislature 
was  $43.3  million  compared  to  the  Executive  Budget 
request  of  $61.8  million.  The  1997  legislature  also 
reduced  the  Executive  Budget  request  for  IT  bonding 
projects  from  $55.0  million  to  $43.0  million.  However, 
the  amount  to  be  paid  for  with  general  fund  did  not  change 
significantly  ($30.5  million  requested  versus  the  $28.0 
million  approved).  Therefore,  the  amount  of  general  fund 
debt  service  costs  for  IT  bonds  adopted  by  the  legislature 
nearly  equals  the  executive  proposal  of  $3.0  million  for 
the  biennium. 

Pay  Plan 

The  legislature  adopted  the  executive's  recommended  pay 
plan.  Total  costs  are  $14,687  million  general  fund  and 
$34,949  million  other  funds  for  the  biennium.  For  a 
further  discussion  of  the  pay  plan,  please  see  the  "Pay  Plan 
-  HB  13"  narrative  in  this  volume. 
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Revenue  Estimates 

Prior  to  the  1997  legislative  session,  the  Revenue  Oversight 
Committee  (ROC)  adopted  general  fund  revenue  estimates 
for  fiscal  1997,  1998,  and  1999.  The  estimates  of  general 
fund  revenue  were  based  on  current  law  for  each  revenue 
source.  The  estimates  for  property  tax  reflected  the  impact 
of  cyclical  reappraisal  which  was  scheduled  to  take  effect  on 
January  1,  1997. 

House  Joint  Resolution  (HJR)  2  contains  the  revenue 
assumptions  and  estimates  for  the  three  year  period.  A 
subset  of  assumptions  was  modified  by  the  House  Taxation 
Committee  on  January  27  and  28,  1997.  As  shown  in  the 
following  table,  the  adjustments  made  by  the  House 
Taxation  Committee  resulted  in  increased  general  fund 
revenue  totaling  $26.0  million  for  the  three  year  period. 

The  increase  in  the  general  fund  revenue  estimates  for  fiscal 
1997  through  fiscal  1999  can  be  grouped  into  three 
categories:  new  information,  litigation  resolution,  and  more 
optimistic  assumptions.  The  legislature  received  new 
information  on:  1)  U.S.  corporate  profit  growth  rates,  which 
correlate  closely  with  Montana  corporate  profits;  2)  updated 
distribution  of  driver's  license  fees;  3)  recognition  of  federal 
revenue  received  by  DPHHS  (with  an  offsetting  increase  in 
appropriations);  and  4)  more  current  data  on  the  impacts  of 
property  reappraisal. 

Shortly  after  the  session  convened,  an  outstanding  railcar  tax 
lawsuit  was  settled  by  the  DOR  with  firms  included  in  the 
Chrysler  case.  The  settlement  agreement  released  railcar  tax 
revenue  that  had  been  held  in  an  escrow  account  from 
previous  years  and  allowed  the  legislature  to  recognize 
future  revenue  from  this  source. 

In  addition,  the  House  Taxation  Committee  adopted  more 
optimistic  assumptions  for  three  revenue  sources.  Income 
tax  revenues  were  adjusted  upward  by  $9.2  million  due  to 
more  optimistic  assumptions  regarding  the  growth  rate  in 
business  income,  pension  income,  and  income  from  rents, 
royalties  and  partnerships.  More  optimistic  assumptions 
were  also  adopted  for  growth  in  inheritance  tax  revenues  and 
motor  vehicle  fees. 


The  general  fund  revenue  estimates,  as  adjusted  by  the 
House  Taxation  Committee,  were  adopted  by  both  houses  of 
the  legislature  and  were  passed  with  no  further  change. 

In  addition  to  the  general  fund  revenue  estimates  contained 
in  HJR  2,  anticipated  revenue  during  the  1999  biennium  will 
be  impacted  by  legislation  passed  by  the  55th  Legislature. 

Tax  Policy  Legislation 

The  55th  Legislature  passed  legislation  that  significantly 
impacts  state  revenues  during  the  1999  biennium.  The  bills 
enacted  impact  property  taxes,  income  taxes,  and  residual 
equity  transfers  (state  fund  balance  transfer). 

The  legislature  enacted  Senate  Bill  195,  which  mitigates  the 
impact  of  cyclical  reappraisal  on  agricultural  land, 
residential  and  commercial  land  and  improvements,  and 
timberland.  In  the  absence  of  mitigating  legislation, 
reappraisal  would  have  resulted  in  large  tax  increases  for 
many  property  owners  in  the  state.  SB  195  phased  in  the 
new  reappraised  values  for  all  property  subject  to  cyclical 
reappraisal  and  phased-down  the  tax  rates  applicable  to 
agricultural,  residential  and  commercial  property. 
Essentially,  this  policy  negates  the  impacts  of  reappraisal  on 
both  state  revenue  and  taxpayer  liability. 

The  legislature  enacted  several  bills  that  reduced  income  tax 
revenue  during  the  1999  biennium  by  expanding  certain 
deductions  for  medical  and  long  term  care  premiums  and 
improving  accessibility  to  medical  savings  accounts.  New 
income  tax  exemptions  were  enacted  for  individuals  who 
save  funds  for  first  time  home  purchase  or  college  education 
for  family  members. 

The  legislature  also  enhanced  the  general  fund  balance  by 
transferring  $10  million  from  the  state  fund  in  each  year  of 
the  1999  biennium.  The  transfer  was  repayment  for  a 
general  fund  loan  made  in  July  of  1989  to  reduce  the 
unfunded  liability  in  the  State  Compensation  Mutual 
Insurance  Fund. 

For  more  information  on  tax  policy  changes  and  revenue 
initiatives,  see  the  Tax  Policy  and  Initiatives  section  in 
Volume  1  of  the  Legislative  Fiscal  Report. 
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The  1997  legislature  appropriated  a  total  $1.97  billion 
general  fund  and  $4.6  billion  total  funds  in  HB  2  and  HB  47 
(public  schools).  These  totals  compare  to  $1 .88  billion  and 
$4.33  billion,  respectively,  in  the  1997  biennium,  or  an 
increase  of  $93.1  million  general  fund  and  $292.5  million 
total  funds.  The  following  table  highlights  some  of  the  areas 
of  major  funding  changes.  The  table  is  followed  by 
discussions  of  changes  in  the  1999  biennium  appropriations 
from  three  perspectives: 

•  by  function  of  government; 

•  by  fund  type;  and 

•  by  expenditure  type. 


Expenditures  by  Function 

The  graphs  on  the  next  page  highlight  both  total  general 
fund  appropriations  and  differences  to  the  1997  biennium, 
by  function  of  state  government.  As  shown,  corrections 
received  the  largest  increase  in  both  total  dollars  and  as  a 
percent  of  1999  biennium  funding  for  general  fund.  Of  the 
total  general  fund  increase,  corrections  accounts  for  $48.48 
million,  or  52.1  percent  of  the  total,  while  public  school 
education  (K.-12  education)  receives  $24.63  million,  or  26.5 
percent  of  the  increase.  In  concert,  these  two  areas  account 
for  over  three-fourths  of  the  total  increase  in  general  fund 
spending  in  HB  2  and  HB  47. 


Table  10 

Major  Increases  1997  Biennium  to  1999  Biennium 

in  Millions 

Percent  of 

Percent  ot 

Component 

General  Fund  Total  Increase 

Total  Funds  Total  Increase 

Total  1997  Biennium 

$1,877,998 

$4,328,682 

Corrections 

48.481             52.1% 

47.856 

16.4% 

Public  School  Funding* 

24.631              26.5% 

38.014 

13.0% 

Higher  Education 

2.915               3.1% 

42.692 

14.6% 

Human  Services 

(0.978)             -1.1% 

95.979 

32.8% 

Personal  Services  Contingency 

2.247               2.4% 

1 1 .048 

3.8% 

All  Other 

15.773              16.9% 

56.948 

19.5% 

Total  1999  Biennium 

$1,971,068 

$4,621,220 

"Includes  all  increases  to  presen 

law,  as  well  as  new  proposals 

and  additions  contained  in 

HB  47,  including  property  tax 

mitigation  of  $15.2  million. 
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Total  General  Fund 

1999  Biennium  Legislative  Budget  Recommendation 
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$93,069  Million 

Based unacUDDbytbc  55th  LcgBbiuie 


While  the  large  increase  in  corrections  continues  a  trend 
begun  in  the  1997  biennium,  the  decrease  in  human  services 
reverses  a  trend  in  recent  biennia  of  a  shifting  of  state 
resources  to  human  services.  As  a  result  of  action  by  the 
1997  legislature,  corrections  continues  to  consume  a  greater 
share  of  general  fund  resources  (from  5.6  percent  in  the  1997 
biennium  to  7.8  percent  in  the  1999  biennium),  while  human 
services'  share  of  total  general  fund  resources  is  reduced 
(from  23.8  percent  to  22.6  percent).  Despite  the  large  dollar 
increase  to  K-12  education,  the  percentage  increase  of  2.7 


percent  is  below  the  overall  general  fund  increase  of  5.0 
percent.  As  a  result,  the  recent  trend  of  a  shift  in  general  fund 
spending  from  K- 1 2  education  to  other  areas  continues  in  this 
biennium,  as  K-12  education  now  consumes  48.4  percent  of 
the  general  fund  budget,  compared  to  49.5  percent  in  the 
1997  biennium.  If  higher  education  is  included,  the  share  of 
general  fund  spending  consumed  by  education  falls  from  61 .2 
percent  in  the  1997  biennium  to  59.7  percent  in  the  1999 
biennium.    For  a  further  explanation  of  the  major  general 
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fund  changes  in  the  various  areas,  please  see  the  discussion 
that  follows  in  the  next  set  of  graphs. 


The  following  graphs  show  the  same  comparison  using  total 
funds.  As  shown,  total  funds  increase  by  $292.5  million,  or 
6.8  percent.  Of  the  total  increase,  human  services  accounts 
for  32.8  percent. 


Total  All  Funds 

1999  HiL-nnium  Legislative  Budget  Recommendation 

SU  52660  (29 

i%A 

fl  Oilier      ^^^H                                    ^^kw 

^^k                                                    ^*w      S 15 1L9H  (32  7%)  Human  Services 

S  U098.BO  {23SD  Pubbc  Schools                                                     S498964  (Dfi*)  H*berEducaUMi 

£162 1.220  Million 

Based  on  a  coon  by  the  55ib  Legsla  rule 

Total  All  Funds 

1997  to  1999  Biennium  Legislate  Budget  Change 

CO 
DO 

80 

BO 
40 
20 

* 

j    »»»*» 

i 

'' ™~ 

y 

mH 

'    1 

^BBB 

\ 

1 

-    ..*< 

Human  Servces              Cone  ci  cms              HigncrEducacDn           Puhtt  Scbooh 

ADOUier 

£291538  Million 

Basedoo  acu>o  by  [be  S5tb  legist  turc 

24 


APPROPRIATIONS  SUMMARY 


The  graphs  show  that,  with  the  exception  of  human  services 
due  to  that  component's  size,  the  increase  in  total  funds  is 
not  as  dominated  by  few  agencies  as  is  the  general  fund 
increase. 

The  following  highlights  some  of  the  major  actions  of  the 
legislature  for  the  1999  biennium,  by  function. 

Corrections 

As  stated  earlier,  the  budget  of  the  Department  of 
Corrections  grew  by  $48.5  million  over  the  1997  biennium, 
and  represents  over  one-half  of  the  additional  HB  2  and  HB 
47  general  fund  spending  in  the  1999  biennium.  The 
legislature  responded  to  the  prediction  by  the  Department  of 
Corrections  of  large  increases  in  the  number  of  adult  male 
inmates  by  funding  additional  regional  jail  and  private 
prison  beds.  The  legislature  also  provided  funding  for 
additional  juvenile  out-of-home  care,  and  security  and 
treatment  staff  at  Montana  State  Prison.  The  following 
details  some  of  the  major  increases: 


$19.2  million  for  housing  of  adult  male  inmates  in 

private  prisons  and  regional  jails; 

$17.5  million  for  expanded  juvenile  programs  and 

services; 

$4.6  million  for  additional  security  and  treatment 

staff  at  the  Montana  State  Prison  and  the  Montana 

Womens'  Prison; 

$2.3  million  for  expanded  medical  services; 

$1 .0  million  for  new  probation  and  parole  officers; 

and 

$1.6  million  for  additional  pre-release  beds. 


The  legislature  also  provided  additional  funding  in  both  HB 
2  and  HB  188  (the  information  technology  bonding  bill)  to 
improve  the  department's  data  systems. 

Human  Services 

Appropriations  for  the  Department  of  Public  Health  and 
Human  Services  (PHHS)  increased  approximately  $96.0 
million  in  total  funds  (or  6.8  percent)  from  the  1997 
biennium  to  the  1999  biennium,  accounting  for  nearly  a  third 
(32.8  percent)  of  the  total  increase  in  HB  2  and  HB  47 


(public      schools)      appropriations.  General      fund 

appropriations  decreased  by  approximately  $1.0  million  for 
the  1999  biennium  compared  to  the  1997  biennium.  The 
increase,  therefore,  was  funded  with  state  and  federal  special 
revenue  funds. 

The  overall  general  fund  decrease  results  from  the  net  of : 

•  an  $8.8  million  net  increase  in  the  general  fund 
portion  of  Medicaid  benefits  ($16.4  overall 
increase  less  $7.6  million  reclassified  from  other 
program  areas); 

•  a  $2.2  million  increase  in  foster  care  benefits; 

•  a  $2.0  million  increase  in  child  care  benefits; 

•  a  $9.6  million  decrease  in  welfare  benefits;  and 

•  a  $4.0  million  across-the-board  reduction  in 
operating  costs. 

Major  factors  contributing  to  the  $96.0  million  total  fund 
biennial  increase  are  included  in  three  primary  benefit  areas: 

•  Medicaid  benefits,  which  account  for 
approximately  $76.7  million; 

•  Mental  Health  Managed  Care,  for  approximately 
$18.0  million  of  increased  spending  authority  (see 
the  discussion  below);  and 

•  family  services  benefits,  totaling  approximately 
$3.5  million. 

Overall,  Medicaid  benefits  increased  10.1  percent  in  the 
1999  biennium.  Federal  funds  increased  faster  than  general 
fund,  11.0  percent  versus  7.5  percent,  since  the  federal 
medical  assistance  percentage  is  projected  to  increase  in  the 
1999  biennium.  This  reflects  Montana's  average  per  capita 
income  decreasing  relative  to  the  national  average.  Factors 
driving  the  overall  Medicaid  increase  include  an  annual  1.5 
percent  provider  rate  increase,  anticipated  caseload  growth, 
and  program  expansion.  The  areas  of  Addictive  and  Mental 
Disorders  and  Senior  and  Long-Term  Care  received  the 
largest  funding  increases.  Medicaid  growth  accounted  for 
26.0  percent  of  the  total  HB  2  and  HB  47  increase. 

The  increased  appropriation  of  approximately  $18.0  million 
for  the  Mental  Health  Managed  Care  contract  is  state  special 
revenue  that  represents  an  increase  in  spending  authority 
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only,  and  is  not  an  expansion  of  services.  Expenditures  for 
a  particular  service  are  essentially  counted  twice:  1)  when 
the  appropriation  is  made  to  pay  the  Mental  Health  Managed 
Care  private  provider;  and  2)  when  the  appropriation  is  made 
to  the  state  institutions  who  are  paid  by  the  private  provider 
for  services  rendered. 

Public  Schools  (K-12  Education') 

The  legislature  appropriated  $24.6  million  general  fund  and 
$38.0  million  more  total  funds  in  the  1999  biennium  over 
the  1997  biennium  level.  General  fund  increases  include: 

•  nearly  $13.8  million  in  BASE  aid,  primarily  for  a 
1.0  percent  per  year  increase  in  the  BASE  aid 
schedules; 

•  $12.5  million  for  technology  acquisitions; 

•  $4.3  million  for  technology  acquisitions  funded 
from  increased  timber  harvest  on  state  school 
lands;  and 

•  $2.0  million  for  school  facility  reimbursement. 

Reductions  in  general  fund  include  $3.0  million  for  special 
education  and  $1 .0  million  for  the  SIMMS  project. 

Federal  funding  increased  by  over  $12.3  million,  with 
increases  that  include:  1)  over  $9.4  million  for  Title  I,  IDEA, 
Adult  Basic  Education,  and  Safe  and  Drug  Free  Schools  and 
Communities;  2)  $2.4  million  for  Migrant  Education  and 
Technology  Literacy  Challenge;  and  3)  almost  $2.0  million 
for  the  administration  of  these  federal  programs. 

Higher  Education 

The  legislature  increased  total  spending  authority  for  the 
university  system  by  $42.7  million  or  9.4  percent  from  the 
1997  to  1999  biennium.  After  adjustment  for  $5.5  million 
in  authority  for  millage  beyond  current  revenue  estimates, 
the  net  increase  is  $37.2  million,  an  8.2  percent  increase. 
The  increase  is  the  net  result  of:  1)  general  fund  increases  of 
$2.9  million,  including  $1.8  million  for  negotiated  faculty 
salary  increases  in  the  research/public  service  agencies;  2) 
$33.2  million  additional  tuition  resulting  from  both 
enrollment  and  tuition  increases;  3)  other  state  special 
revenue  increases  of  $2.7  million,  including  the  net  of 


millage  reductions  and  the  addition  of  interest  earnings;  and 
4)  a  $1.6  million  federal  funds  reduction,  primarily  in 
Perkins  vocational  education,  the  federal  Math/Science 
program,  and  the  Guaranteed  Student  Loan  program. 

General  fund,  millage,  and  interest  earnings  per  resident 
student  at  the  colleges  of  technology  and  the  six  university 
units  decrease  from  an  average  of  approximately  $4,200 
(including  pay  plan)  in  fiscal  1996  to  an  average  $4,100 
during  the  1999  biennium,  depending  on  estimated 
enrollment.  In  the  same  period,  the  total  tuition  per  student 
is  expected  to  increase  from  approximately  $1,700  in  fiscal 
1996  to  an  estimated  $2,100  in  fiscal  1999.  For  additional 
detail,  see  the  Higher  Education  narrative  in  Section  E, 
Volume  2  of  this  publication. 

Transportation 

Appropriations  for  the  Department  of  Transportation  decline 
in  the  1999  biennium  compared  to  the  1997  biennium. 
While  state  gas  tax  expenditures  increase  by  over  $36.4 
million  due  to  increased  program  costs,  federal  funds  decline 
by  almost  $47.6  million  due  to  changes  in  anticipated 
construction  expenditures  and  in  the  mix  of  construction 
projects. 

Other 

Some  of  the  primary  increases  in  other  areas  of  government 
are: 

•  the  personal  services  contingency  fund  to  provide 
partial  compensation  to  agencies  that  cannot  meet 
the  budgeted  3.0  percent  vacancy  savings  rate, 
which  totals  $2.2  million  general  fund  and  $8.8 
million  other  funds; 

the  Department  of  Justice  and  the  Board  of  Crime 
Control,  which  increase  by  $11.0  million  for 
various  purposes,  including  additional  federal 
grants; 

•  a  $29.4  million  increase  in  the  natural  resource 
agencies;  and 
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•  a  $14.2  million  increase  in  the  Department  of 
Commerce,  which  consists  primarily  of  additional 
federal  economic  development  funds. 

Comparison  by  Fund  Type 

The  following  graphs  compare  the  1999  and  1997  biennia  by 
fund  type.  As  shown,  general  fund  expenditures  now 
comprise  42.7  percent  of  total  HB  2  and  HB  47  expenditures, 
compared  to  43.4  percent  in  the  1 997  biennium.  While  total 
funds  increase  by  6.8  percent,  general  fund  increases  by  5.0 


percent,  resulting  in  the  lower  general  fund  share  of  total 
funds.  State  special  revenue  goes  from  18.6  percent  of  total 
funding  to  20.1  percent  due  to  a  15.4  percent  increase  in  these 
funds.  A  4.4  percent  increase  in  federal  funds  reverses  trends 
of  previous  biennia  and  contributes  to  a  shrinkage  in  the 
percentage  of  the  budget  that  these  funds  represent,  from  37.7 
percent  in  the  1997  biennium  to  36.9  percent  in  the  1999 
biennium.  The  following  discusses  the  changes  in  each  fund 
type. 
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General  Fund 

As  shown  above,  the  two  areas  contributing  the  most  to  the 
general  fund  increase  are  corrections  and  K-12  education, 
with  a  third  area  of  traditional  general  fund  growth,  human 
services,  actually  declining  from  1997  biennium  levels.  As 
stated  in  the  "Expenditures  by  Function"  discussion,  the 
increase  in  corrections  is  primarily  being  driven  by  the 
increase  in  the  number  of  adult  male  offenders  predicted  by 
the  Department  of  Corrections,  and  to  increased  security 
and  treatment  services  at  Montana  State  Prison  and  juvenile 
services.  The  increase  in  public  schools  is  primarily  driven 
by  an  increase  in  the  BASF  aid  schedules  of  1 .0  percent 
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each   year,   the   provision    of  funding   for   technology 
acquisition,  and  property  tax  mitigation. 


State  Special  Revenue 


The  increase  of  15.4  percent  is  primarily  driven  by  four 
factors,  which  account  for  almost  85.0  percent  of  the  total 
increase: 

Department  of  Transportation  gas  tax  expenditures 
increase  by  over  $36.4  million,  due  primarih  to 
increased  program  costs; 

the  Montana  University  System  accounts  for  $41.3 
million  of  the  increase  for  two  purposes:  1 )  a  tuition 
appropriations  increase  by  an  amount  sufficient  to 
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provide  the  Board  of  Regents  with  spending  authority 
equivalent  to  a  7.0  percent  increase  in  tuition;  and  2) 
an  increase  in  millage  authority; 

within  the  Department  of  Public  Health  and  Human 
Services,  a  change  in  the  manner  in  which  mental 
health  services  are  provided  adds  about  $18.0  million 
in  spending  authority  for  payment  of  the  mental 
health  access  plan  contract  that  essentially  represents 
transfers  of  other  funds;  and 

various  Department  of  Fish,  Wildlife,  and  Parks  state 
special  revenue  expenditures  increase  by  $8.2  million 
for  a  variety  of  purposes,  including  funding  of  a 
major  automation  system. 


Federal  Revenue 

While  federal  funds  are  a  major  part  of  many  state  agency 
budgets,  the  provision  of  total  federal  funds  is  dominated 
by  two  areas:  transportation  and  human  services.  These 
areas  account  for  over  77.0  percent  of  all  federal  funds 
appropriated  in  HB  2  and  HB  47.  The  low  growth  rate  in 
these  funds  is  primarily  driven  by  two  factors:  1)  a 
reduction  in  federal  transportation  funding  of  $47.6 
million  (12.1  percent)  due  to  a  change  in  the  methodology 
for  determining  the  total  construction  appropriation  and  in 
the  mix  of  construction  projects;  and  2)  a  lower  than 
average  growth  rate  in  human  services,  primarily  due  to 
lower  Medicaid  growth.  In  the  1997  biennium,  federal 
funds  appropriated  to  human  services  grew  12.4  percent 
over  the  previous  biennium.  In  the  1999  biennium,  this 
growth  rate  equals  8.8  percent.  The  following  lists  the 
major  increases  in  federal  funds: 

the  Department  of  Public  Health  and  Human  Services 
was  appropriated  an  additional  $77.9  million, 
primarily  for  additional  Medicaid,  foster  care, 
welfare,  and  child  care  costs; 

the  Office  of  Public  Instruction  and  the  Board  of 
Crime  Control  were  appropriated  an  additional  $12.4 


million  and  $5.4  million,  respectively,  in  federal 
grants;  and 

•  the  Department  of  Commerce  was  appropriated  an 
additional  $10.7  million,  primarily  for  various 
economic  development  functions. 

Other  Funds 

Other  funds  show  a  growth  rate  of  over  30.0  percent. 
However,  this  rate  is  misleading,  as  all  non-general  fund 
appropriated  for  the  personal  services  contingency  fund, 
totaling  $8.8  million  over  the  biennium,  was  classified  as 
"non-expendable  trust"  funds  prior  to  allocation  by  the 
Office  of  Budget  and  Program  Planning.  Conversely,  all 
funding  for  the  Public  Employees  Retirement  System 
(PERS)  and  Teachers'  Retirement  System  (TRS)  was 
taken  off  budget  as  a  result  of  the  passage  of  HB  1 69, 
reducing  total  appropriated  funds  by  $3.9  million.  Due  to 
the  passage  by  the  1995  legislature  of  HB  576,  most 
proprietary  funds  do  not  require  an  appropriation.  A  total 
of  $1.7  million  proprietary  funds  were  taken  off  budget  in 
the  1999  biennium  that  had  been  included  in  the  1997 
biennium  HB  2  total.  If  all  of  these  factors  are  taken  into 
account,  other  funds  increase  about  5.4  percent,  primarily 
due  to  an  increase  in  capital  projects  funds  appropriated  to 
the  Department  of  Administration. 

Comparison  by  Expenditure  Type 

A  graph  showing  the  expenditure  category  in  which 
changes  from  the  1997  to  the  1999  biennium  were  made 
follows.  Operating  expenses  show  a  large  increase,  at  the 
expense  of  benefits  and  grants.  However,  this  comparison 
is  misleading  in  that  much  of  this  change  is  due  to  a 
reclassification  of  funds  among  those  categories  due  to 
implementation  of  the  new  mental  health  managed  care 
contract. 
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Personal  Services 

Personal  services  increased  by  $32.0  million,  or  4.7 
percent,  over  1997  biennium  totals.  (Please  note  that  these 
figures  do  not  include  any  appropriations  made  in  HB  13, 
the  pay  plan  bill.)  Personal  services  will  increase  for  a 
number  of  reasons,  including: 

•  the  provision  of  full  funding  for  all  positions,  minus 
any  vacancy  savings.  The  legislature  applied  a  3.0 
percent  vacancy  savings  rate  in  the  1999  biennium; 

•  upgrades  and  downgrades  awarded; 

•  annualization  of  the  1997  biennium  pay  plan;  and 

a  change  in  the  number  of  FTE.  As  discussed  more 
fully  in  the  section  entitled  "State  Employees  -  FTE" 
in  this  volume,  the  legislature  added  a  net  total  of 


240.51  FTE  from  fiscal  1997  to  fiscal  1999. 
including  134.00  to  the  Department  of  Corrections 
and  39.80  to  the  Department  of  Transportation. 

Operating  Expenses 

Operating  expenses  increase  by  $197.6  million,  or  22.9 
percent.  Just  over  92.0  percent  of  this  increase  is  in  two 
agencies: 

the  Department  of  Public  Health  and  Human  Services 
increases  $151.9  million,  primarily  due  to  a 
reclassification  of  funds  to  pay  for  the  new  mental 
health  managed  care  contract;  and 

•  $29.9  million  was  added  to  the  Department  of 
Corrections.  Of  this  total,  $19.9  million  is  for 
contracts  with  private  and  regional  correctional 
facilities  to  house  inmates. 
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Local  Assistance.  Grants,  and  Benefits 

Local  assistance  increases  $24.5  million,  primarily  due  to 
additional  payments  to  public  schools. 

Grants  increase  $15.0  million  due  to  the  net  of  several 
factors: 

a  decrease  of  $17.4  million  in  the  Department  of 
Public  Health  and  Human  Services  due  primarily  to 
reclassification  of  expenditures  to  contracts  to  fund 
the  mental  health  managed  care  system; 

•       an  increase  of  $10.5  million  in  the  Department  of 
Commerce,  primarily  for  economic  assistance; 


•  an  increase  in  the  Office  of  Public  Instruction  for  aid 
to  schools; 

•  additional  grants  in  the  Board  of  Crime  Control;  and 

additional    job    training    related    grants    in    the 
Department  of  Labor  and  Industry. 

Benefits  and  claims  decrease  by  $28.4  million,  primarily 
due  to  a  reduction  of  $38.5  million  in  the  Department  of 
Public  Health  and  Human  Services  due  to  a 
reclassification  of  approximately  $67  million  in  expenses 
for  mental  health  managed  care  to  contracts,  partially 
offset  by  increases  in  Medicaid,  foster  care,  and  child  care 
benefits.  Also  partially  offsetting  this  decrease  was  an 
increase  of  $9.7  million  in  the  Department  of  Corrections, 
primarily  for  youth  out-of-home  placement. 
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INTRODUCTION 


The  "Other  Budget  Highlights"  section  discusses  several 
issues  of  either  statewide  or  multi-agency  fiscal  impact. 
It  addresses  issues  contained  in  either  HB  2,  other  cat  and 
dog  bills,  and/or  statutory  appropriations,  as  well  as  issues 
not  related  to  any  specific  appropriation.  Funds  can 
lawfully  be  appropriated  in  one  of  three  ways:  1) 
temporary  spending  bills,  such  as  HB  2  and  other 
appropriations  bills  passed  during  a  legislative  session;  2) 
budget  amendments  added  during  the  biennium;  and  3) 
statutory  appropriations. 

House  Bill  2  is  the  main  appropriations  bill.  Over  93.6 
percent  of  all  1999  biennium  general  fund  appropriations 
(93.1  percent  of  total  funds),  are  included  in  this  bill.  It  is 
a  temporary  spending  measure,  in  effect  only  until  the  end 
of  the  1999  biennium.  (In  the  "Agency  and  Program 
Appropriations"  section  of  this  report  in  Volumes  1  and  2, 
only  HB  2  appropriations  are  included.) 

Cat  and  dog  bills  are  other  appropriations  bills  in  which 
spending  for  other  and/or  special  projects  are  included. 
Cat  and  dog  bills  may  be  intended  by  the  legislature  as 
one-time-only  (not  to  be  continued  into  the  next 
biennium),  or  may  be  intended  as  on-going  programs  or 
functions.  These  bills  are  also  temporary,  only  in  effect 
until  the  end  of  the  1999  biennium.  Among  the  major 
appropriations  included  in  cat  and  dog  bills  in  the  1999 
biennium  are  appropriations  for  various  long-range 
planning  functions,  the  state  employee  pay  plan  (HB  13), 
and  additional  K-12  school  funding  (HB  47). 

Statutory  appropriations  are  those  in  which  the  legislature 
has  appropriated  funding  within  statute.  Consequently,  the 


appropriation  is  made  automatically,  and  is  in  effect  as 
long  as  the  statute  remains  in  effect.  These  appropriations 
do  not  appear  in  any  temporary  appropriations  bill  enacted 
by  the  legislature,  but  do  represent  a  financial  obligation 
of  the  state.  Among  the  major  general  fund  statutory 
appropriations  are  debt  service  and  county  property  tax 
reimbursements. 

The  following  provides  an  index  to  the  issues  presented. 
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OTHER  APPROPRIATIONS  BILLS 


The  majority  of  direct  legislative  appropriations  are  made 
in  HB  2,  the  general  appropriations  act.  However,  the 
legislature  also  appropriates  funds  in  other  bills.  Table  1 
lists  all  other  appropriations  bills  passed  by  the  1997 
legislature.    As  shown,  a  total  of  $61.9  million  general 


fund  and  $251.2  million  other  funds  ($313.2  million  total 
funds)  were  appropriated.  Each  of  these  bills  is  discussed 
in  greater  detail  in  the  individual  agency  narratives  in 
Volumes  1  and  2  of  this  report. 


Table  1 

Other  Appropriations 

1999  Biennium 

Bill  No 

Description 

General  hund 

Other  Eunds 

Total  Funds 

Long-Range  Planning  Bills 

HB5 

Capital  projects 

$82,236,441 

$82,236,441 

HB6 

Renewable  resource  grants 

2,125,000 

2,125,000 

HB7 

Reclamation  and  development  grants 

3,000,000 

3,000,000 

HB8 

Renewable  resource  loans 

24,976,536 

24,976,536 

HB9 

Cultural  and  Aesthetics  grants 

1,251,084 

1,251,084 

HB  10 

Oil  overcharge  appropriation 

1,234,500 

1,234,500 

HB  11 

Treasure  State  Endowment 

13,778,536 

13,778,536 

HB  12 

Bond  Proceeds  for  Energy  Conservation 

5,725,000 

5,725,000 

HB  14 

Capital  project  bonding 

47,231,815 

47,231,815 

HB  188 

Information  technology  bonding 

42,990,408 

42,990,408 

Subtotal 

$0 

$224,549,320 

$224,549,320 

Other  Appropriations  Bills 

HB  13 

State  employee  pay  plan 

$14,687,225 

$20,262,373 

$34,949,598 

HB  18 

State  veterans  cemetery  selection 

10,000 

10,000 

HB  19 

Committee  on  veterans'  needs 

10,000 

10,000 

HB47 

Public  school  funding 

47,143,000 

47,143,000 

HB89 

Legislative  Oversight  Committee 

20,000 

20,000 

HB90 

Redesign  retirement  plan 

80,000 

80,000 

HB110 

Natural  resource  damage  lawsuit 

2,500,000 

2,500,000 

HB252 

Contractor  Registration  Administration 

315,000 

315,000 

HB281 

Apprenticeship  instruction  programs 

280,000 

280,000 

HB298 

Health  care  advisory  council 

100,000 

100.000 

HB584 

Orphan  share  account 

1,920,000 

1,920,000 

HB598 

Professional/occupational  licensing 

830,088 

830,088 

HB610 

Study  gas  tax  structure 

25,000 

25,000 

HB615 

Study  impacts  of  gambling 

100,000 

100,000 

SB  89 

Regulation  of  Telecommunications 

30.000 

30,000 

SB  195 

Property  Tax  Committee 

100,000 

100,000 

SB  390 

Electric  Utility  Advisory  Committee 

0 

200,000 

200,000 

Subtotal 

$61,930,225 

$26,682,461 

$88,612,686 

Total 

$61,930,225 

$251,231,781 

$313,162,006 
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PUBLIC  SCHOOL  FUNDING 


There  were  three  main  issues  confronting  the  55th 
Legislature  with  respect  to  public  school  funding  during 
the  1999  biennium.  First,  cyclical  reappraisal  caused  large 
changes  in  the  tax  base  in  school  districts  and  in  the 
absence  of  mitigating  legislation  would  have  resulted  in  a 
reduction  in  state  Guaranteed  Tax  Base  (GTB)  aid  from 
the  state.  This,  in  turn,  would  have  shifted  the  burden  for 
this  portion  of  school  spending  onto  district  property 
taxpayers.  Second,  new  enrollment  data  from  the  current 
school  year  indicated  a  substantial  reduction  in  students 
for  school  years  1998  and  1999.  Third,  funding  schedules 
for  constructing  K-12  budgets,  and  the  associated  state 
contribution  to  school  funding,  had  remain  fixed  between 
fiscal  1995  and  1997. 

The  legislature  addressed  the  first  problem  by  passing 
Senate  Bill  195  which  smooths  the  change  in  the  tax  base 
in  each  district  by  phasing  in  reappraisal  over  a  fifty-year 
period  and  phasing-down  the  tax  rates  for  agricultural, 
residential  and  commercial  property.  As  a  result,  state 
GTB  for  schools'  general  fund  and  retirement  accounts 
will  only  change  minimally  during  the  1999  biennium 


when  compared  with  fiscal  1997  levels.  (See  the  Tax 
Policy  Section  in  Volume  1  for  an  explanation  of  the 
impacts  of  reappraisal  and  mitigating  legislation  on 
general  fund  revenues  and  spending.)  When  compared 
with  present  law  for  the  1999  biennium,  state  GTB  costs 
increased  by  $15.2  million.  While  this  impact  is  the  direct 
result  of  the  passage  of  SB  195,  the  increased  spending 
was  authorized  in  HB  47. 

New  enrollment  data  became  available  after  the  February 
enrollment  count  on  February  24,  1997.  The  new 
enrollment  count,  which  provides  the  data  from  which 
Average  Number  Belonging  (ANB)  in  fiscal  1998  is 
calculated,  showed  that  fiscal  1998  ANB  would  be  down 
by  2,754  and  fiscal  1999  by  4,036  from  pre-session 
estimates.  These  ANB  reductions  resulted  in  a  $16.2 
million  reduction  in  estimated  K-12  BASE  aid  spending 
for  the  1999  biennium.  As  shown  in  Table  2,  ANB  in 
Montana  schools  is  expected  to  peak  in  fiscal  1997  and 
then  trend  downward  for  the  first  time  since  fiscal  1991 . 


Table  2 

Average  Number  Belonging  (ANB) 

in  Montana  Schools 

Fiscal  Years  1989-1999 

Percent 

Percent 

Percent 

Fiscal  Year 

Elementary 

Change 

High  School 

Change 

Total 

Change 

1989 

104,386 

44,932 

149,318 

1990 

105.763 

1.3% 

43,327 

-3.6% 

149,090 

-0.2% 

1991 

105,593 

-0.2% 

42,407 

-2.1% 

148,000 

•0.7% 

1992 

106.579 

0.9% 

41,890 

-1.2% 

148.469 

0.3% 

1993 

108.523 

1.8% 

42,614 

1.7% 

151,137 

1.8% 

1994 

1 1 1 .497 

2.7% 

45,457 

6.7% 

156.954 

3.8% 

1995* 

114.758 

2.9% 

47,811 

5.2% 

162.569 

3.6% 

1996 

114,734 

-0.0% 

49,045 

2.6% 

163.779 

0.7% 

1997 

114,154 

-0.5% 

50.580 

3.1% 

164.734 

0.6% 

1998** 

112,356 

-1.6% 

51,454 

1.7% 

163,810 

-0.6% 

1999** 

111.508 

-0.8% 

51,880 

0.8% 

163,388 

-0.3% 

*   Includes  f 

or  the  first  time  students  whc 

spend  more  than  1/2  day  in 

special  education 

class. 

**  OPI  proje 

ctions  of  ANB. 
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PUBLIC  SCHOOL  FUNDING 


In  HB  47,  the  legislature  increased  the  school  funding 
schedules  for  fiscal  1998  and  fiscal  1999.  Table  3  below 
shows  the  new  per-student  and  per-district  entitlements  in 
comparison  with  those  that  were  in  force  between  fiscal 
1995  and  fiscal  1997.  The  per-district  entitlement 
increases  by  4.7  percent  in  fiscal  1998  and  is  held  constant 
for  fiscal  1999.  The  new  per-district  entitlement  is  at  the 
level  it  had  been  in  fiscal  1994  upon  passage  of  HB  667, 
which  was  enacted  during  the  1993  legislative  session. 


The  per-ANB  entitlement  increases  by  1 .0  percent  in  fiscal 
1998  and  by  2.0  percent  in  fiscal  1999,  over  fiscal  1996 
levels.  The  per-ANB  entitlements  remain  below  those  that 
had  been  in  effect  as  a  result  of  HB  667  in  fiscal  1994. 
The  net  increase  in  direct  state  aid  and  GTB  will  be  1 .2 
percent  in  fiscal  1998  and  2.1  percent  in  fiscal  1999 
relative  to  levels  that  would  have  prevailed  in  the  absence 
of  the  schedule  changes  in  HB  47. 


Table  3 

K-12  General  Fund  Entitlements 

Current  Law  and  HB  47 

CURRENT  LAW                                                  HOUSE  BILL  47 

Entitlements                  Fiscal  1995-1997 

•••Percent  Change 
Fiscal  1998      from  Fiscal  1997 

Fiscal   1999 

•••Percent  Change 
from  Fiscal  1997 

Elementary 
Per  School  District                   $17,190 
Per  ANB  *                                      3,343 

$18,000            4.7% 
3,376             1.0% 

$18,000 
3,410 

4.7% 
2.0% 

High  School** 
Per  School  District                  $191,000 
Per  ANB*                                     4,680 

$200,000             4.7% 
4,726             1.0% 

$200,000 
4.773 

4.7% 
2.0% 

*  The  per  ANB  entitlement  for  elementaries  is  reduced  by  $.20  for  each  additional  ANB  up  to  the  1,000th  ANB  and 
for  high  schools  by  $.50  per  ANB  up  to  the  800th  ANB. 

**  Schools  with  ANB  in  7th  and  8th  grades  are  allowed  to  use  the  high  school  per 
and  8th  graders  and  a  pro  rata  share  of  the  high  school  per  district  entitlement. 

ANB  entitlements  for  their  7th 

***  The  average  effective  increase  in  state  support  (direct  state  aid  and  GTB)  as  a  result  of  these  changes  is  1.2 
percent  in  fiscal  1998  and  2.1  percent  in  fiscal  1999. 
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PUBLIC  SCHOOL  FUNDING 


The  increase  in  direct  state  aid  and  GTB  as  a  result  of  the 
schedule  changes  is  estimated  to  be  $5.0  million  in  fiscal 
1998  and  $9.0  million  in  fiscal  1999.  As  shown  in  Table 
4,  the  total  increase  in  direct  state  aid,  school  general  fund 
GTB  and  retirement  GTB,  as  a  result  of  the  schedule 
increase  and  the  mitigation  of  reappraisal  is  estimated  to 
be  $16.5  million  in  fiscal  1998  and  $28.1  million  in  fiscal 
1999. 


miscellaneous  programs  fund  or  the  technology 
acquisition  fund. 

HB  47  also  appropriated  $5.5  million  from  the  state 
general  fund  during  the  1999  biennium  for  distribution  to 
schools  for  school  facility  reimbursements.  This  program 
reimburses  eligible  schools  for  expenses  associated  with 
debt  service  on  bonds  that  have  been  sold  to  pay  for 


Table  4 

State  General  Fund  Distribution  to  Schools  After  Legislation 

1999  Biennium  (In  Millions) 

Fiscal  1998 

Fiscal  1999 

Biennial 

HB2 

HB47 

Total 

HB2         HB47 

Total 

HB2 

HB47 

Total 

Direct  State  Aid 

$271,098 

$3,469 

$274,567 

$270,983        $6,103 

$277,086 

$542,081 

$9,572 

$551,653 

GTB  -  School  General  Fund 

107.476 

12.044 

119.520 

113.739          6.527 

120.266 

221.215 

18.571 

239.786 

GTB  -  School  Retirement 

18.869 

1.000 

19.869 

20.599          0.000 

20.599 

39.467 

1.000 

40.467 

School  Facility  Reimbursement 

2.500 

2.500 

3.000 

3.000 

5.500 

5.500 

Special  Education  -  Medicaid 

0.000 

0.000 

0.000 

Special  Education  -  Coop 

0.000 

0.000 

0.000 

Special  Education  -  Out-of-State 

0.000 

0.000 

0.000 

Special  Education 

32.487 

32.487 

32.473 

32.473 

64.961 

64.961 

Transportation 

10.300 

10.300 

10.400 

10.400 

20.700 

20.700 

Instate  Treatment 

0.975 

0.975 

0.975 

0.975 

1.950 

1.950 

Timber  Harvest 

1.505 

1.505 

2.795 

2.795 

4.300 

4.300 

Scondary  Vo  Ed 

0.650 

0.650 

0.650 

0.650 

1.300 

1.300 

Adult  Basic  Ed 

0.250 

0.250 

0.250 

0.250 

0.500 

0.500 

Gifted  &  Talented 

0.150 

0.150 

0.150 

0.150 

0.300 

0.300 

SIMMS 

0.000 

0.000 

0.000 

School  Food 

0.662 

0.662 

0.662 

0.662 

1.323 

1.323 

Technology  Grants 

12.500 

12.500 

0.000 

12.500 

12.500 

Other 
Total 

0.174 

0.174 

0.174 

0.174 

0.349 

0.349 

$444,596 

$31,513 

$476,109 

$453  850      $15,630 

$469,480 

$898,446 

S47.143 

$945,589 

HB  47  also  appropriated  $12.5  million  from  the  state 
general  fund  for  distribution  to  schools  during  fiscal  1998 
for  the  purchase  of  technology,  textbooks,  library 
materials  and/or  building  maintenance.  The  funds  for 
these  purposes  are  to  distributed  to  each  school  based  on 
the  share  of  ANB  in  the  district  relative  to  all  ANB  in  the 
state.  In  order  to  receive  this  money,  a  district  must 
provide  an  equal  match  from  the  school's  general  fund  or 
from  the  district  building  reserve  fund.  A  district  may 
deposit   the   money   received    from    the   state    in   the 


construction  of  new  school  facilities.  The  amount  a  school 
receives  from  the  state  varies  inversely  with  a  school's 
wealth  per  ANB,  and  is  pro-rated  to  eligible  schools  based 
on  the  total  amount  available  for  distribution  relative  to 
the  total  need.  The  amount  appropriated  during  the  1999 
biennium  is  expected  to  provide  at  least  90.0  percent  of 
the  need  for  eligible  schools,  a  level  consistent  with  recent 
experience. 
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STATE  EMPLOYEE  PAY  PLAN  -  HB  13 


Adjustments  in  Employee  Compensation 

The  legislature  passed  a  pay  plan  adjustment  for  state 
employees  in  HB  13  that  has  two  main  facets:  1)  a  salary 
increase;  and  2)  an  insurance  increase.  The  following  shows 
a  breakdown  of  the  total  cost  by  type  of  increase  and  fund 
type. 


Table  5 

Costs  of  the  State  Employee  Pay  Plan 
1999  Biennium 

in  Millions 

Adjustment 

Fiscal  1998        Fiscal  1999 

Biennium 

Funding  by  Type  of  Adji 
Salary  and  Benefits 
Insurance  Contribution 

istment 

$7,563 
3.673 

$15,373 
8.340 

$22,936 
12.013 

Total 

$11,236 

$23,713 

$34,949 

Funding  by  Source 
General  Fund 
Other  Funds 

$4,697 
6.539 

$9,990 

13.723 

$14,687 
20.262 

Total  Funds 

$11,236 

$23,713 

$34,949 

Table  6  provides  a  breakdown  of  the  total  appropriation  by 
major  recipient.  Please  note  that,  in  addition  to  the  amounts 
shown  below  for  the  pay  plan  included  in  HB  13,  the 
university  system  received:  1)  an  additional  general  fund 
appropriation  of  $800,000  over  the  biennium  for  an 
additional  0.8  to  1.0  percent  per  year  increase  in  the 
university  system  faculty  salaries  in  the  1999  biennium;  and 
2)  an  additional  $12.8  million  tuition  for  a  further  4.5 
percent  increase  in  faculty  salaries  in  HB  2.  These  increases 
are  discussed  more  fully  in  the  Montana  University  System 
narrative  in  Volume  2.  HB  13  also  increases  the  salary  of 
the  Commissioner  of  Political  Practices  from  $31,555  per 
year  to  the  equivalent  of  the  market  salary  for  a  grade  1 8 
($43,848  in  fiscal  1998  and  $44,286  in  fiscal  1999) 
beginning  on  October  1,  1997.  No  funds  were  added  to 
either  HB  13  or  HB  2  for  this  adjustment. 


Table  6 

Funding  by  Recipient 

1999  Biennium 

in  Millions 

—  Fiscal  1998^- 
General             Other 

Total 

—  Fiscal  1999  — 
General            Other 

Total 

—  1999  Biennium - 
General            Other 

Total 

Recipient 

Fund 

Funds 

Funds 

Fund 

Funds 

Funds 

Fund 

Funds 

Funds 

Legislative  Branch 

$0,072 

$0,033 

$0,105 

$0,165 

$0,056 

$0,222 

$0,237 

$0,090 

$0,327 

Consumer  Counsel 

0.000 

0.006 

0.006 

0.000 

0.012 

0.012 

0.000 

0.018 

0.018 

Judiciary 

0.098 

0.013 

0.112 

0.205 

0.028 

0.233 

0.304 

0.041 

0.345 

University  System 

1.874 

1.338 

3.212 

3.901 

2.790 

6.692 

5.775 

4.128 

9.904 

Executive  Branch  (through  OBPP) 

2.653 

5.149 

7.802 

5.718 

10.836 

16.555 

8.371 

15.986 

24.357 

Total 

$4.697 

$6.539 

$11,236 

$9.990 

$13,723 

$23,713 

$14.687 

$20,262 

$34.950 
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STATE  EMPLOYEE  PAY  PLAN  -  HB  13 


Background 

Most  state  employees  are  paid  from  one  of  several  pay 
matrices.  The  matrices  are  based  upon  an  entry  and  market 
salary  level  relevant  to  each  pay  grade.  Grade  is  assigned  to 
each  position  based  upon  a  number  of  factors,  primarily  skill 
level  required.  A  market  salary  for  each  grade  is  also  listed 
in  statute.  The  1995  legislature  established  target  market 
ratios  for  each  grade  at  each  year  of  state  service.  The  target 
market  ratio  is  a  percent  of  market  salary  that  employees 


"should"  be  at,  considering  their  grade  level  and  number  of 
years  of  service.  The  target  market  ratio  grid  assumes  each 
employee's  salary  should  be  closer,  as  a  percentage,  to  the 
market  salary  for  their  grade  for  each  year  of  service  the 
employee  completes.  The  following  table  shows  a  sample 
of  statutory  target  market  ratios  for  selected  grades. 


Table  7 

Sample  of  Target  Market  Ratios 

1999  Biennium 

Years  otbervice 

Grade 

0 

12           3          4           5           6          7 

8 

9 

10 

8 

0.836 

0.862   0.889  0.916   0.944  0.972    1.000    1.000 

1.000 

1.000 

1.000 

10 

0.832 

0.857  0.882   0.908   0.934  0.961    0.988    1.000 

1.000 

1.000 

1.000 

12 

0.828 

0.851    0.875   0.899   0.924  0.949  0.975    1.000 

1.000 

1.000 

1.000 

14 

0.824 

0.846  0.869   0.892   0.915   0.939   0.963  0.988 

1.000 

1.000 

1.000 

16 

0.820 

0.841    0.863   0.885    0.907   0.930  0.953  0.977 

1.000 

1.000 

1.000 
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Adjustment  to  Salaries 

HB  13  provides  an  adjustment  for  an  additional  year  of 
service  for  each  employee,  thereby  increasing  the  target 
market  ratio  upon  which  the  employee's  salary  is 
determined.  The  bill  also  increases  the  market  salary  for 
each  grade  by  1  percent  each  year  of  the  biennium,  thereby 
increasing  the  salary  against  which  the  higher  ratio  is 
applied.  On  the  employee's  anniversary  date  each  year 
(defined  for  most  state  employees  as  October  1),  the 
employee  will  receive  a  salary  increase  equal  to  the  greater 
of: 

1)  the  market  salary  for  the  employee's  grade 
multiplied  by  the  appropriate  target  ratio  up  to  a  maximum 
of  4  percent;  or 

2)  the  employee's  current  base  salary  plus  1  percent. 
This  increase  applies  to  those  employees  whose  salary  is 
already  at  or  above  the  target  market  ratio  for  their  grade.  If 
the  market  progression  in  (1)  above  is  greater  than  3  percent, 
the  employee  would  receive  that  increase  plus  1  percent. 

Because  this  increase  is  delayed  until  no  earlier  than  October 
1  in  each  year,  and  a  further  increase  is  given  in  the  second 
year,  the  cost  of  the  pay  plan  will  be  higher  in  the  2001 
biennium.  The  total  cost  in  this  biennium  is  $22,936  million 
($9.64  million  general  fund),  while  the  cost  in  the  2001 
biennium  is  about  $52  million  ($22  million  general  fund). 


Insurance  Adjustment 

The  legislature  adjusted  the  amount  of  contribution  made  by 
the  state  to  employees'  insurance  coverage.  The  state 
currently  provides  life,  dental,  and  health  insurance 
contributions  totaling  $225  per  month.  This  rate  was 
increased  to  $245  in  fiscal  1998  and  $270  in  fiscal  1999. 
The  1999  biennium  costs  are  $12.0  million,  while  the 
ongoing  costs  in  the  2001  biennium  and  beyond  are  $16.6 
million. 

Alternative  Classification  and  Pay  System  Pilot 
Program 

As  stated,  most  state  employees  are  currently  on  a  grid 
based  upon  a  number  of  grades,  with  grades  equating 
primarily  to  a  level  of  education,  experience,  skill,  and 
ability  required.  An  individual's  pay  within  the  assigned 
grade  level  should  primarily  be  a  function  of  years  of  service 
under  the  current  target  market  ratio  system.  The  legislature 
authorized  the  Department  of  Administration  to  develop  an 
alternative  classification  and  pay  system  (consistent  with  the 
market-based  approach)  that  emphasizes  individual  skills, 
competencies,  and  contributions  in  addition  to  the  current 
criteria.  The  department  was  authorized  to  implement 
several  pilot  projects  and  will  submit  a  proposal  to  the  56th 
Legislature. 
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The  1997  legislature  provided  funding  for  10,193.98  FTE 
in  fiscal  1998  and  10,235.15  FTE  in  fiscal  1999.  The  net 
increase  from  fiscal  1997  to  fiscal  1999  totals  240.51  FTE. 
This  increase  represents  a  2.4  percent  increase  over  the 
appropriated  fiscal  1997  level.  The  following  table:  1) 
provides  a  listing  of  all  FTE  for  which  funding  was 
appropriated  in  HB  2  in  the  1999  biennium;  and  2) 
compares  this  total  to  the  1997  biennium  appropriated 
total.  Please  note  that  the  listing  does  not  include  any  FTE 
that  may  have  been  added  in  the  1997  biennium  in  budget 
amendments,  or  through  language  or  statutory 
appropriations.  For  comparison  purposes,  the  number  of 
FTE  included  in  the  Executive  Budget  for  both  the  1997 
and  1999  biennia  is  listed  at  the  bottom  of  the  table. 
Because  the  legislature  does  not  appropriate  funding 
specifically  for  FTE  in  the  Montana  University  System 
(MUS),  those  FTE  are  not  listed  in  the  main  part  of  the 
table. 

The  Department  of  Corrections  accounts  for  134.0,  or  55.7 
percent  of  the  entire  increase  in  state  government  FTE 
from  fiscal  1997  to  fiscal  1999.  These  FTE  are  added  for 
a  number  of  purposes,  including  additional 
probation/parole  officers,  security  at  the  correctional 
facilities,  and  staffing  of  facilities  anticipated  to  come  on- 
line in  the  1999  biennium.  The  legislature  added  an 
additional  41.17  FTE  in  fiscal  1999  compared  to  fiscal 
1998.  This  addition  is  primarily  due  to  two  factors:  1)  an 
assumption  of  a  delay  in  hiring  of  3  months  for  all  FTE 
added  in  new  proposals,  which  reduced  those  FTE  in  that 
year  by  25  percent;  and  2)  phasing-in  of  certain  programs, 
most  notably  in  the  Department  of  Corrections.  Partially 
offsetting  this  increase  are  decreases  in  fiscal  1999  in  the 


Department  of  Transportation  due  to  projected 
construction  activity,  and  in  the  Department  of  Revenue 
due  to  elimination  of  33.0  FTE  property  assessors  (8.0 
FTE  in  fiscal  1998). 

There  are  three  adjustment  within  or  between  agencies  of 
which  the  reader  should  be  aware: 

1)  the  reductions  in  the  Secretary  of  State,  the  Public 
Employees  Retirement  System  (PERS),  and  the  Teachers 
Retirement  System  (TRS)  do  not  represent  true  reductions 
in  the  numbers  of  state  employees.  Rather,  those 
employees  are  now  paid  with  funds  that  do  not  require  an 
appropriation.  HB  169  removed  the  requirement  that 
retirement  system  administrative  expenses  be 
appropriated,  while  the  Secretary  of  State  is  now 
completely  funded  with  non-budgeted  proprietary  funds. 
If  these  reductions  are  not  included,  the  actual  increase  in 
state  employees  totals  272.01,  or  2.7  percent; 

2)  the  public  health  laboratories  were  appropriated  in  the 
Department  of  Environmental  Quality  (DEQ)  in  the  1997 
biennium,  but  were  transferred  via  executive  order  and  are 
budgeted  in  the  Department  of  Public  Health  and  Human 
Services  (PHHS)  in  the  1999  biennium.  Consequently, 
DEQ  includes  a  reduction  of  28.0  FTE  and  PHHS  a  like 
increase  that  do  not  represent  a  change  in  the  number  of 
state  employees;  and 

3)  funding  for  the  Vocational  Education  Council  was 
eliminated  by  the  federal  government,  and  the  agency 
ceased  operations  in  the  1997  biennium,  resulting  in  the 
reduction  in  FTE. 
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1  able   8 
Total  State   Employees  -  Appropriated   in  General  Appropriations  Act* 

1997   to    1  999  Biennium 


Fiscal 
1996 


Fiscal 
1997 


Fiscal 
1998 


Fiscal 
1999 


1997-1999 
D  iffe  re  n  c  e 


Section/Agency/Purpose 

Section   A   -  General   Government 

1104    Legislative  Branch  118.27 

1112    Consunici  Counsel  5.00 

2  110    Judiciary  97.75 

2115    Chiropractic   Legal   Panel  0.00 

3101    Governor's  Off  ice  52.25 

3201  Secretary   ofState  1.00 

3202  Commissioner  of  Political  Practices  7.25 
3401  Slate  Auditor  62.00 
5401  Transportation  1,778.81 
5801    Revenue  640.89 

6101  Administration  93.46 

6102  Appellate  Defender  2.00 
6  104  PER  S  19. 50 
6  105    TR  D  1  1  .00 

Total   Sectio  n    A  2  .8  89  .1  8 


1  23  .44 

5  .00 

97.25 

0.00 

52.25 

1  .00 

7  .25 

62  . 

.779 

64  1 

93 


.00 
.8  1 
.39 
.46 


2  .00 
1  9.50 
1  1    00 

2  ,895  .35 


1  20.27 

5  .01 

99  .00 

0.00 

48  .94 

0.00 

6.25 

63  .75 

,842.16 

629  .26 

84  .46 

2.75 

0  .00 

0.00 


1  25  .44 

5  .01 

99.25 

0.00 


49 

0 

6 

64 

,81  9 

604 

84 

3 


00 
00 
25 
00 
6  1 
5  1 
46 
00 


2  .90  1  .85 


0.00 
0.00 

2,860.53 


2  .00 
0.0  1 
2.00 
0.00 
(3.25) 
(1    00) 
(1  .00) 
2.00 
39.80 
(36.88) 
(9.00) 
1  .00 
(19.50) 
(1  1  .00) 

(34  .82) 


Section   B   -  Human   Services 
6901     Public   Health    and    Human    Services 
Total   Section    B 


2  ,757  .4  1 
2  .757  .4  1 


2,715.71 
2  ,7  1  5  .7  1 


2  ,796  .8  1 
2  .796.8  1 


2  ,8  1  1  .7  1 
2  ,8  1  1  .7  1 


96.00 

9  6  .0  0 


Section   C    -  Natural   Resources   and    Commerce 

5201  Fish.  W  ildlife,  and   Parks 

5301  Environmental   Quality 

5  6  0  3  L  iv  esto  ck 

5706  Natural   Resources/Conservation 

6201  Agriculture 

6501  Commerce 


542 
366 
1  26 
484 
108 
17  1 


43 
55 
7  1 
1  3 
49 
89 


547  .43 
366.55 
126.7  1 
478.05 
1  08.49 
17  1.89 


55  1 
332 
1  30 
498 
1  08 
1  83 


5  1 
96 
46 
58 
28 
78 


552 
333 
1  30 
498 
108 
1  95 


26 
58 

7  1 
52 
37 

8  1 


4 

.83 

(3  2 

97) 

4 

.00 

20 

47 

(0 

12) 

23 

92 

Total   Section    C 


1  ,800  .20 


1  .799.1  2 


1  .805  .57 


1  .8  1  9.25 


20.13 


Section    D    -  Institution    &    Cultural   Resources 

4107  Crime   Control   Division 

4  110  Ju  slice 

4201  Public   Service   Regulation 

64  0  1  Co  rrec  tio  n  s 

6602  Labor   and    Industry 

6  70  1  M  ilitary    A  ffairs 


20  .00 
662  .05 

39.50 
88  1.77 
595  .00 

94  .90 


20.00 


662 

39 

88  1 

598 

94 


05 
50 
52 
00 
90 


2  1  .00 


686 

39 

962 

589 


95 
50 
98 
95 


2  1.00 


1  03  .63 


687 

39 

,0  1  5 

588 

105 


70 
50 

52 

75 
70 


1  .00 


25 

.65 

0 

00 

1  34 

00 

(9 

.25) 

10 

80 

Total   Section    D 


2  .293  .22 


2  .295  .97 


2  ,404  .0  1 


2  ,458  .1  7 


1  62  .20 


Section    E    -  Education 

3501  Office   of  Public   Instruction 

5101  Board   of  Public    Education 

5113  School   for   Deafand    Blind 

5  114  A  rts   C  o  u  nc  il 

5  115  S  tate   L  ib  rary 

5117  Historical   Society 

5116  Vocational   Education   Council 

Total   Section   E 

Total   -  All   Sections 


♦Does   not   include   the   Montana   University    System 


1  15.68 

112.68 

112.18 

112.18 

(0.50) 

4  .00 

4.00 

4  .00 

4  .00 

0.00 

8  1  .68 

8  1  .68 

8  1.68 

8  1  .68 

0.00 

10  .00 

10.00 

8  .00 

8  .00 

(2.00) 

2  8  .5  0 

28.50 

28.50 

28  .50 

0.00 

49.13 

49.13 

5  1  .38 

5  1.13 

2.00 

2.50 

2  5  0 

0  .00 

0  .00 

(2.50) 

29  1  .49 

288  .49 

285.74 

285  .49 

(3.00) 

1  0,03  1  .50 

9,994.64 

10,1  93  .98 

10,235.15 

240.5  1 
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Vacancy  savings  is  defined  as  the  difference  between  the 
anticipated  costs  of  fully  funding  positions  for  an  entire 
year  and  the  actual  personal  services  costs  incurred. 
Vacancy  savings  is  primarily  generated  through:  1)  having 
unfilled  positions  for  all  or  a  portion  of  the  year;  and  2)  a 
net  reduction  in  the  personal  services  costs  of  new  hires 
compared  to  previous  position  incumbents.  In  prior 
biennia,  the  legislature  adjusted  personal  services 
appropriations  to  reflect  an  assumption  that  agencies  will 
experience  some  vacancy  savings  during  the  biennium. 

The  1997  legislature  applied  a  uniform  3  percent  vacancy 
savings  rate  against  all  positions  in  state  government,  with 
the  exception  of  those  positions  in  agencies  with  fewer 
than  20  FTE.  This  adjustment  reduced  agency  personal 
services  budgets  by  about  $21.3  million  total  funds  over 
the  biennium.  In  addition,  the  legislature  assumed  that 
any  new  positions  added  via  new  proposals  would  not  be 


hired  immediately  at  the  beginning  of  the  fiscal  year  due 
to  recruitment  and  other  time  requirements.  It  applied  a 
25  percent  vacancy  savings  rate  in  the  first  year  to  equate 
to  an  assumption  the  positions  would  not  be  filled  until  3 
months  into  the  year. 

Because  some  agencies  may  experience  difficulties 
meeting  vacancy  savings,  particularly  those  agencies  that 
must  pay  salaries  at  statutory  levels  and/or  that  have  direct 
care  positions  that  must  be  filled  7  days  per  week,  24 
hours  per  day.  The  legislature  also  provided  an  additional 
appropriation  as  a  personal  service  contingency  pool. 
Agencies  may  apply  to  the  Office  of  Budget  and  Program 
Planning  (OBPP)  for  funding  from  this  pool.  This 
contingency  pool  totals  $2.3  million  general  fund  and  $8.8 
million  other  funds  for  the  biennium.  OBPP  must  report 
to  the  Legislative  Finance  Committee  on  the  allocation  of 
this  contingency  pool. 
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The  1997  legislature  approved  nearly  $225.0  million 
of  grants,  loans,  and  capital  projects  for  Long-Range 
Planning  (LRP),  including  funding  and  authorization 
to  purchase  Virginia  City  and  Nevada  City  properties. 
The  Long-Range  Building  Program  (LRBP)  alone 
included  $121.6  million  in  spending  authority  for 
capital  projects  —  resulting  in  one  of  the  largest 
building  programs  ever  approved.  Following  is  a 
summary  of  each  LRP  program;  more  detailed 
information  can  be  found  in  Section  F  of  Volume  2. 

Long-Range  Building  Program 

Together,  HB  5  and  HB  14  authorized  a  total  of  65 
LRBP  projects.  HB  5  combines  $9.2  million  of 
capital  projects  funding  with  $69.1  million  from  other 
sources,  for  a  total  of  $78.3  million  in  cash  funding 
for  the  LRBP.  HB  5  also  includes  an  appropriation 
of  $3.9  million  from  the  principal  of  the  Cultural 
Trust  to  fund  the  acquisition,  renovation,  and 
preservation  of  Virginia  City  and  Nevada  City 
properties.  Thus,  total  HB  5  appropriations  are  $82.2 
million.  In  addition,  HB  5  allocates  $1.6  million  in 
lodging  facility  use  (bed)  tax  revenues  for  the 
operation  and  maintenance  of  the  cities. 

HB  14  approves  capital  projects  to  be  funded  with  a 
total  of  $43.3  million  in  general  obligation  (G.O.) 
bonds,  all  of  which  are  to  be  retired  with  general 
fund  money.  In  addition,  HB  14  authorizes  the 
issuance  of  $3.9  million  in  G.O.  bonds  to  fund  the 
purchase  of  Virginia  and  Nevada  Cities,  resulting  in 
a  total  of  $47.2  million  in  HB  14  bonding  authority. 

In  addition  to  funding  from  cigarette  tax  revenues, 
state  and  federal  special  revenues,  and  other 
miscellaneous  funding  sources,  the  LRBP  now  also 
receives  12.0  percent  of  annual  coal  tax  revenues. 
The  coal  tax  allocation  is  primarily  dedicated  to  the 
payment  of  debt  service  on  capital  projects,  with  the 
remainder  to  be  used  for  repair  and  maintenance 
projects. 


Treasure  State  Endowment  Program 

The  Treasure  State  Endowment  Program  (TSEP)  is 
funded  with  investment  earnings  on  the  Treasure  State 
Endowment  Trust  in  accordance  with  section  90-6-7, 
MCA.  The  Trust  receives  50.0  percent  of  coal 
severance  tax  revenues  deposited  into  the  coal 
severance  tax  permanent  fund.  HB  1 1  authorizes 
$13.8  million  for  35  TSEP  grants  to  local 
governments.  However,  the  estimated  revenue 
available  for  grants  is  only  $9.1  million.  This 
amount  will  only  fully  fund  the  first  22  awards.  HB 
8  provides  funding  for  four  TSEP  loans  totaling  $1.9 
million.  Infrastructure  projects  receiving  TSEP 
financing  include:  drinking  water  systems,  wastewater 
treatment,  sanitary  sewer  or  storm  sewer  systems, 
solid  waste  disposal  and  separation  systems,  and 
bridges. 

Oil  Overcharge 

Oil  overcharge  funds  are  allocated  to  the  state  by  the 
federal  Department  of  Energy  (DOE)  as  a  result  of 
federal  court  action  requiring  certain  oil  producers  to 
pay  restitution  for  violation  of  federal  oil  price  and 
allocation  controls  that  occurred  between  1973  and 
1981.  These  funds  cannot  be  used  to  replace  state 
funds  and  may  only  be  used  for  programs  authorized 
under  federal  law. 

The  majority  of  oil  overcharge  litigation  is  complete 
and  most  of  the  funds  have  been  received.  However, 
the  Department  of  Environmental  Quality  (DEQ) 
reports  that  to  date  there  is  nearly  $1.0  million 
available  for  the  1999  biennium.  In  HB  10,  the 
1997  legislature  authorized  a  total  of  $1.1  million  of 
oil  overcharge  fund  appropriations  for  new  projects 
and  $0.1  million  in  reappropriations. 
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State  Building  Energy  Conservation 

The  State  Building  Energy  Conservation  Program 
(SBECP),  operated  by  DEQ,  was  established  by  the 
1989  legislature  to  reduce  operating  costs  in  state 
facilities  by  identifying  and  funding  cost-effective 
energy  efficiency  improvement  projects.  Through  this 
program,  the  state  sells  G.O.  bonds,  uses  the  bond 
proceeds  to  pay  for  energy  efficiency  improvements, 
then  uses  the  resulting  energy  cost  savings  to  pay  the 
debt  service  on  the  bonds.  The  projects  are  designed 
so  that  the  cost  savings  exceed  the  bond  debt  service. 

HB  12  authorizes  the  Board  of  Examiners  to  issue  up 
to  $5.0  million  in  G.O.  bonds  for  the  SBECP.  In 
addition,  HB  12  grants  DEQ  a  biennial  appropriation 
of  $625,000  from  the  bond  proceeds  to  fund  analysis, 
design,  and  program  administration.  HB  12  also 
contains  a  $100,000  reappropriation  to  DEQ  of  oil 
overcharge  funds  to  be  used  for  administrative 
purposes,  which  has  a  higher  priority  than  any  other 
appropriation  of  stripper-well  payments  during  the 
1999  biennium. 

Resource  Indemnity  Trust  Interest  Accounts 

Two  programs  receiving  interest  earnings  from  the 
Resource  Indemnity  Trust  (RIT)  are:  1)  the 
Renewable  Resource  Grant  and  Loan  Program 
(RRGL);  and  2)  the  Reclamation  and  Development 
Grant  Program  (RDGP). 

RRGL 

By  statute,  the  RRGL  receives  $2.0  million  in  RIT 
investment  income  for  the  purpose  of  awarding  RRGL 
grants.  Loans  made  under  the  RRGL  are  financed 
with  bonds  backed  by  coal  severance  tax  revenue. 
The  purpose  of  RRGL  projects  is  "to  enhance 
Montana's  renewable  resources  through  projects  that 
measurably  conserve,  develop,  manage,  or  preserve 
resources  (section  85-1-602,  MCA).  The  1997 
legislature  appropriated  $2.1  million  for  RRGL  grants 
in  HB  6  and  $25.0  million  worth  of  loans  in  HB  8 


(some  of  which  are  for  TSEP  funding  as  mentioned 
above). 

RDGP 

The  RDGP  was  established  to  fund  projects  that:  1) 
repair,  reclaim,  and  mitigate  environmental  damage  to 
public  resources  from  non-renewable  resource 
extraction;  and  2)  develop  and  ensure  the  quality  of 
public  resources  for  the  benefit  of  all  Montana 
citizens.  By  statute,  the  RDGP  receives  $3.0  million 
in  RIT  investment  income  to  be  used  for  grant 
awards.  The  1997  legislature  appropriated  this 
amount  in  HB  7,  with  projects  receiving  funding  in 
priority  order. 

Cultural  and  Aesthetic  Grant  Program 

The  Cultural  and  Aesthetic  Grant  Program, 
administered  by  the  Montana  Arts  Council  (MAC),  is 
funded  by  the  interest  from  a  statutory  trust  which 
receives  coal  severance  tax  revenues.  Prior  to  the 
1997  session,  statute  directed  that  the  interest  from 
the  Cultural  Trust  be  appropriated  for  protection  of 
works  of  art  in  the  State  Capitol  and  other  cultural 
and  aesthetic  (C&A)  projects  (section  15-35-108, 
MCA).  Legislation  passed  by  the  Fifty-fifth 
Legislature,  however,  included  a  number  of  changes 
to  how  the  C&A  project  account  is  funded  for  the 
1999  biennium  and  beyond  (see  Cultural  and 
Aesthetic  Grant  Program  in  Section  F  for  more 
detail). 

As  passed  by  the  1997  legislature,  HB  9  appropriates 
a  total  of  $1.3  million  from  the  C&A  project 
account,  $1.1  million  of  which  is  to  fund  C&A  Grant 
Program  awards. 

Information  Technology  Bonds 

The  1997  legislature  approved  the  use  of  bonding  to 
fund  information  technology  projects  for  the  first  time 
in  the  state's  history.  Through  the  enactment  of  HB 
188,  authorization  was  granted  to  five  executive 
branch  agencies  and  the  University  System  to  move 
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forward  with  major  information  technology  initiatives 
that  will  cost  nearly  $43.0  million,  all  of  which  are 
to  be  funded  by  the  issuance  of  G.O.  debt.  Of  this 
amount,  up  to  $28.0  million  will  be  retired  with 
general  fund.  At  least  $3.0  million  of  state  special 
revenue  and  $7.9  million  in  federal  special  revenue 
will  also  be  used  to  retire  bonds.  Proprietary  funding 
will  be  used  to  cover  the  debt  service  for  $2.5 
million  in  bonds,  with  $1.6  million  to  be  paid  for 
with  other  funds. 


Montana  state  government  will  use  this  funding  to 
replace  many  of  the  state's  primary  legacy  systems 
currently  used  to  manage  information  regarding  state 
personnel,  accounting,  budgeting,  revenue  collection, 
and  tax  administration.  In  addition,  projects  funded 
within  HB  188  will  be  used  to  address  much  of  the 
state's  "Year  2000"  problem.  (See  the  narrative  on 
"Year  2000"  in  this  section  for  more  information.) 
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Fund  balance  projections  for  the  Highways  Special 
Revenue  Account  (HSRA)  indicate  a  remaining  cash 
balance  by  the  end  of  fiscal  1999  of  $1.7  million  (see  table 
and  discussion  in  Volume  1  of  this  report),  which  is  less 
than  one-half  of  one  percent  of  total  biennial 
appropriations.  This  is  significantly  below  the  traditional 
minimum  working  cash  balance  in  the  account  of  between 
$10  million  and  $20  million  traditionally  assumed 
necessary  to  ensure  adequate  cash  flow  to  finance  projects. 
(The  department  has  indicated  that  it  may  resort  to  short- 
term  bonding  and  other  financing  methods  to  initiate 
projects  if  the  cash  balance  is  inadequate.)  Expenditures 
during  the  1999  biennium  are  projected  to  exceed 
revenues  by  approximately  $16  million  each  year,  and  the 
account  is  projected  to  move  into  a  deficit  position  in 
fiscal  2000,  resulting  in  a  negative  cash  balance  of  $22 
million  by  the  end  of  the  2001  biennium.    Therefore, 


unless  revenues  are  significantly  higher  than  anticipated  or 
expenditures  significantly  lower  than  originally  budgeted, 
the  1999  legislature  must  address  this  issue  through  either 
a  reduction  in  expenditures,  an  increase  in  revenues,  or 
some  combination  of  both.  Further,  with  such  a  low 
projected  ending  balance  at  the  end  of  fiscal  1999 
biennium,  it  is  a  very  tenuous  position  for  the  1999 
biennium.  Recognizing  the  problem,  the  1997  legislature 
passed  HB  610,  which  authorized  a  study  of  the  account 
during  the  biennium.  A  committee  of  eight  legislators  has 
been  appointed  to  this  study.  The  study  is  to  be  staffed  by 
the  Legislative  Fiscal  Division,  and  a  report  of  findings 
and  conclusions,  including  proposed  legislation,  is  to  be 
submitted  to  the  Legislative  Finance  Committee  by 
August,  1998. 
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PROPRIETARY  FUNDS  AND  RATE  SETTING 


Proprietary  funds  can  be  of  two  types:  l)internal  service 
funds,  which  are  used  to  account  for  operations  that 
provide  goods  or  services  to  other  agencies  or  programs  of 
state  government  on  a  cost-reimbursement  basis;  and  2) 
enterprise  funds,  which  are  used  to  account  for  operations 
that  provide  goods  or  services  to  the  public  on  a  user- 
charge  basis.  Examples  of  internal  service  funds  are  those 
collected  by  the  Information  Services  Division  for  the 
provision  of  computer  services  and  by  Central  Stores  for 
the  provision  of  various  supplies  to  state  agencies.  An 
example  of  an  enterprise  fund  is  the  state  lottery.  The 
1995  legislature  passed  HB  576  which,  among  other 
things,  eliminated  the  requirement  that  most  proprietary 
funds  be  appropriated. 

Prior  to  the  1997  biennium,  funding  related  to  certain 
services  was  double  appropriated  in  HB  2.  An 
appropriation  occurred  once  in  the  programs  paying  the 
fees  and  charges;  a  second  appropriation  occurred  in  the 
program  providing  the  service  in  order  to  allow 
expenditure  of  funds  collected.  Appropriations  to  allow 
programs  to  pay  fees  and  charges  are  contained  in  HB  2. 
Statute  no  longer  requires  an  appropriation  to  agencies  to 
spend  the  funds  collected  for  the  provision  of  the  service. 
However,  the  legislature  required  that  rates  charged  for 
internal  service  functions  must  be  approved  by  the 
legislature  and  cannot  be  raised  during  the  biennium. 
(While  enterprise  fund  accounts  are  reviewed  by  the 
legislature,  statute  does  not  require  that  the  legislature 
establish  rates.) 

The  following  table  lists  all  internal  service  programs 
and/or  functions  for  which  the  legislature  established  rates 
in  HB  2.  The  "Appropriations  by  Agency  and  Program" 
section  in  Volumes  1  and  2  provide  additional  discussion 
of  the  rates. 


Administrative  Rules  of  Montana  Fees 
Records  Management  Fees 
Department  of  Transportation 


State  Motor  Pool 
Equipment  Program 
Yellowstone  Airport 
Department  of  Administration 


Table  9 

Internal  Service  Rates  Established  in  HB  2 

1999  Biennium 


Agency/Program/Function 


Secretary  of  State 


Accounting  and  Managment  Support 
General  Services 

Professional  Development  Center 
Information  Services  Division 
Publications  and  Graphics 
Central  Stores 
Natural  Gas  Procurement 
Statewide  Fueling  Network 
Surplus  Property 
Mail  Program 
Legal  Services  Unit 
Deadhead  Mail 
Payroll 

Risk  Management 
State  Employee  Group  Benefit  Plan 
Department  of  Fish,  Wildlife,  and  Parks 


Administration  and  Finance  Warehouse/Office  Supply 
Vehicle  Account  Rates 
Capitol  Grounds  Maintenance 
Duplicating/Bindery 
Department  of  Environmental  Quality 


Air  Operations 
Department  of  Commerce 


Professional  and  Occupational  Licensing 
Local  Government  Services  Bureau 
Health  Facility  Authority 
Housing  Division 
Board  of  Investments 
Director's  Office/Management  Services 
Department  of  Justice 


Agency  Legal  Services 
Department  of  Corrections 


Corrections  Enterprises  (Laundry) 
Department  of  Labor  and  Industry 


Centralized  Services  Division 
Information  Services  Bureau 
Career  Information  System 
Office  of  Public  Instruction 


Indirect  Cost  Pool 
Montana  University  System 


Flexible  Benefits 
Group  Insurance 


46 


FISCAL  1997  SUPPLEMENTAL^ 


The  55th  Legislature  appropriated  $14.2  million 
general  fund  and  $0.93  million  other  funds  in 
supplemental  appropriations  in  fiscal  1997  in  HB 
3.  The  largest  appropriation,  $8.9  million,  is  for 
the  additional  costs  of  juvenile  and  adult 
corrections  in  the  Department  of  Corrections. 

Table  10  shows  total  general  fund  supplemental 
since  the  1987  biennium.  As  shown,  this 
biennium  has  the  lowest  total  of  the  last  six 
biennia. 

The  downward  trend  in  supplemental  requests  is 
attributable  primarily  to  lack  of  supplemental 
appropriations  for  human  services  and  education. 
In  addition,  efforts  by  the  legislature  to  reduce 
supplemental  requests  through  statutory  change 


may  have  also  contributed  to  the  lower  totals. 
However,  while  the  total  supplemental  amount  is 
lower  in  the  1997  biennium  than  in  the  1995 
biennium,  there  is  an  important  distinction.  In  the 
1995  biennium,  fire  costs  comprised  $15.5 
million,  or  78.0  percent,  of  the  total  supplemental 
costs.  The  remainder  of  state  government  added 
only  $4.4  million  in  costs.  However,  in  the  1997 
biennium  non-fire  related  additions  for  agencies 
total  nearly  $10.0  million,  with  the  largest 
component  being  the  Department  of  Corrections. 
Fire  costs  add  $4.5  million.  Table  1 1  lists  all 
supplemental  appropriations  in  the  1997 
biennium.  A  brief  description  of  each 
supplemental  appropriation  follows  the  table. 


Table 

10 

General  Fund  S 

upplementals 

1987  to  1997  Biennia 

Biennium 

M  illions 

1987 

$32.7 

1989 

17.1 

1991 

20.4 

1993 

82.2 

1995 

19.9 

1997 

14.2 
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Table  1 1 

Supplemental  Appropriations 

Fiscal  1997 

General 

State 

Federal 

Agency /Purpose 

Fund 

Special 

Special 

Total 

Corrections 

Juvenile  Placement 

$5,328,305 

$5,328,305 

Adult  Corrections 

3,600,000 

3,600,000 

Natural  Resources  and  Conservation 

Forestry  Program  -  Fires 

4,466,090 

4,466,090 

School  for  the  Deaf  and  Blind 

Education  Program 

278,628 

278,628 

Student  Services  Program 

60,039 

60,039 

Livestock 

Meat  Inspection 

29,598 

$29,599 

59,197 

Environmental  Quality 

Remediation  Division 

$900,000 

900,000 

Revenue 

Expert  Witnesses 

125,000 

125,000 

ISD  Computer  Charges 

190,000 

190,000 

Military  Affairs 

Air  Guard 

80,200 

80,200 

Total 

$14,157,860 

$900,000 

$29,599 

$15,087,459 

Corrections  -  This  supplemental  appropriation 
was  made  for  two  purposes:  1)  additional  juvenile 
placements,  including  $3.1  million  to  replace  an 
appropriation  transfer  in  fiscal  1996,  and  $2.2 
million  for  additional  fiscal  1997  costs;  and  2) 
$3.6  million  for  adult  corrections,  consisting  of 
funds  to  house  about  250  adult  male  offenders  in 
the  Dickens  County  Correctional  Facility  in  Spur, 
Texas. 


costs  incurred  in  fiscal  1997;  and  3)  pay  an 
estimated  $0.8  million  for  forthcoming  wildfire 
suppression  bills  from  the  U.S.  Forest  Service  and 
Bureau  of  Land  Management,  and  estimated  1 997 
spring  fires.  The  amount  includes  $103,668  spent 
to  extinguish  a  coal  seam  fire  near  Chinook. 
(This  appropriation  does  not  include  any  potential 
federal  reimbursements,  which  lessen  the  actual 
general  fund  impact.) 


Natural  Resources  and  Conservation  -  The 
legislature  appropriated  $4.5  million  general  fund 
for  fire  suppression  costs.  This  appropriation  is 
to:  1)  replace  $1.2  million  of  the  fiscal  1997 
general  fund  operation  spent  for  wildfire 
suppression  in  fiscal  1996;  2)  pay  $2.5  million  of 


School  for  the  Deaf  and  Blind  -  This 
appropriation  is  made  for  two  purposes:  1) 
payment  for  the  costs  of  a  lawsuit  requiring 
payment  of  annual  leave  and  holiday  pay  for  13 
employees,  including  penalty  costs  ($278,628); 
and  2)  the  reclassification  of  cottage  workers  due 
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to  a  workers'  compensation  audit  resulting  in 
higher  premiums  ($60,039). 

Livestock  -  Funds  were  added  to  provide 
additional  meat  inspectors  due  to  the  operation  of 
new  slaughter  and  processing  plants.  The  federal 
funds  provided  require  a  50.0  percent  general 
fund  match.  The  legislature  added  a  total  of 
$105,502  each  year  (50.0  percent  general  fund 
and  50.0  percent  federal  funds)  to  add  3.0 
inspectors  for  both  new  on-line  and  anticipated 
plants. 

Environmental  Quality  -  This  appropriation  is  for 
the  costs  of  a  pilot  program  established  by  the 
1995  legislature  for  voluntary  abandoned  mine 
cleanup  (SB  382).  The  source  of  funding  is  from 
8.5  percent  of  metalliferous  mines  license  tax 
revenue,  which  the  legislature  earmarked  but  for 
which  no  appropriation  was  made. 


Revenue  -  Two  appropriations  were  added:  1) 
funds  for  expert  witness  fees  for  an  individual  to 
provide  testimony  regarding  the  Property 
Valuation  Division's  assessment  method  that  is  in 
dispute  in  the  Northern  Border  Pipeline  appeal; 
and  2)  additional  computer  processing  charges  in 
the  Business  Equipment  Valuation  System 
(BEVS)  and  the  Income  Tax  Division  for  services 
rendered  by  the  Information  Services  Division  of 
the  Department  of  Administration. 

Military  Affairs  -  The  legislature  added  general 
fund  for  final  payment  of  a  judgment  against  the 
state  in  the  Peters  v.  State  of  Montana  case.  The 
total  includes  principal,  interest,  PERS  costs,  and 
attorney  fees  awarded  to  the  plaintiff.  The 
judgment  amount  may  be  less  if  the  plaintiff  is 
held  responsible  for  certain  funds  already 
received. 
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PERFORMANCE  BASED  BUDGETING 


Performance  based  budgeting  is  a  budgeting  method  that 
relates  expenditures  and  revenues  to  workload.  It  reflects  a 
management  orientation  to  efficiency  in  production. 
Performance  budgets  feature  each  program  or  sub-program 
with  its  own  unit  cost  and  goals.  Goals  and  activities  are 
defined  to  direct  the  program,  and  defined  performance 
measures  are  used  to  evaluate  efficiency  and  economy. 
Under  this  concept,  the  legislature  establishes  program 
budgets  as  biennial  appropriations.  In  addition,  funds  are 
appropriated  in  a  "lump-sum",  rather  than  by  traditional 
budgeting  categories  such  as  personal  services  and  operating 
expenses.  The  legislature  establishes  performance  targets 
the  programs  are  expected  to  meet  and  maintain  with  the 
appropriated  funds,  and  it  is  left  to  program  managers  to 
allocate  the  funds,  with  the  ultimate  goal  of  reaching  the 
performance  targets. 

Under  authorization  by  the  1993  legislature,  the  Governor 
Office  of  Budget  and  Program  Planning  (OBPP)  submitted 
performance  based  budgets  for  three  programs  to  the  1995 
legislature,  which  used  the  concept  to  establish  those 
budgets  forthe  1997  biennium.  These  programs  were:  1)  the 
Natural  Resource  Information  Service  (NRIS)  in  the 
Montana  State  Library;  2)  the  Air  National  Guard  Program 
in  the  Department  of  Military  Affairs;  and  3)  the  Mail  and 


Distribution  Bureau  of  the  Department  of  Administration. 

The  1995  legislature  encouraged  OBPP  in  language  in  HB 
2  to  submit  the  budgets  of  additional  programs  as 
performance  based  budgets  in  the  1999  biennium  Executive 
Budget.  The  Governor  recommended  that  an  additional  13 
programs  be  appropriated  using  performance  based 
budgeting.  The  1997  legislature  established  the  budgets  of 
the  12  programs  included  in  Table  12  using  this  concept. 
The  Governor  had  also  recommended  that  the  Human  Rights 
Commission  of  the  Department  of  Labor  and  Industry  be 
performance  based.  However,  the  legislature  did  not  act  on 
this  recommendation. 

The  1997  legislature,  while  it  maintained  performance  based 
budgeting  for  the  3  programs  already  budgeted  under  this 
concept  and  added  an  additional  10  programs,  did  not  make 
any  recommendation  to  the  Governor  to  expand  or  continue 
the  number  of  programs  budgeted  using  this  methodology  in 
the  2001  biennium  Executive  Budget.  The  legislature  also 
did  not  make  any  recommendation  concerning  whether  the 
budgets  for  the  current  PBB  programs  should  be  presented 
in  this  way  to  the  1999  legislature. 


Table  12 

New/Continued  Performance  Based  Budgeting 

1999  Biennium 

Subcommittee/Agency 

Program/Function 

Continued  PBB 

General  Government 
Institutions  &  Public  Safety 
Education 

Administration 
Military  Affairs 
State  Library 

Central  Mail 

Air  Guard 

Natural  Resource  Information  System 

New  PBB 

General  Government 

Governor's  Office 
Secretary  of  State 
Transportation 
Revenue 

Citizen's  Advocate 

Elections/Legislative  Activity 

State  Motor  Pool 

Corporation  and  Natural  Resource  Tax 

Health  &  Human  Services 

PHHS 

Child  Support  Enforcement 

Montana  Chemical  Dependency  Center 

Natural  Resources  &  Commerce 

Fish,  Wildlife.  Parks 

DNRC 

Commerce 

Law  Enforcment 

Nursury 

Weights  and  Measures 

Institutions  &  Public  Safety 

Labor  and  Industry 

Labor  Standards  Bureau 

Education 

OPI 

Improving  Montana  Schools 
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HOUSE  BILL  166 


Introduction 


SB  378  (enacted  by  the  1993  legislature)  requires  the 
Legislative  Finance  Committee  (LFC)  to  review  biennially 
all  dedicated  revenue  provisions  (state  special  revenue 
accounts)  to  ensure  they:  1)  are  based  on  sound  principles 
of  revenue  dedication;  2)  reflect  legislative  priorities  for 
state  spending;  and  3)  are  terminated  when  no  longer 
needed.  Specific  evaluation  criteria  to  be  used  in  the 
review  are  provided  in  statute.  The  LFC  is  also  directed 
to  review  all  statutory  appropriations  (those  appropriations 
made  in  statute,  rather  than  in  temporary  appropriations 
bills)  to  determine  if  any  appropriation  should  instead  be 
made  by  a  temporary  appropriation;  with  emphasis  on 
reviewing  statutory  appropriations  that  fund  administrative 
costs.  As  a  result  of  the  1997  biennium  review,  HB  166 
was  introduced  at  the  request  of  the  LFC  and  enacted  by 
the  1997  legislature.  HB  166  revises  the  laws  concerning 
dedicated  revenue  and  statutory  appropriations,  and  results 
in  a  reduction  in  both  earmarked  revenue  and  statutory 
appropriations. 

State  Special  Revenue  (Earmarked)  Accounts 

The  LFC  reviewed  state  special  revenue  accounts  to 
determine  if  any  of  the  accounts  should  be  eliminated.  If 
an  account  was  eliminated,  the  revenues  that  had  gone  to 


the  account  and  been  appropriated  as  state  special  revenue 
would  instead  be  deposited  to  the  general  fund.  Any 
program  that  had  received  an  appropriation  from  the 
special  account  would  then  require  a  general  fund 
appropriation.  With  the  passage  of  HB  166,  state  special 
revenue  appropriations  were  reduced  and  general  fund 
appropriations  increased  by  like  amounts.  Since  revenues 
increase  by  the  same  amounts  as  the  increase  in 
appropriations,  there  is  no  net  impact  to  the  general  fund. 
However,  since  the  programs  will  be  funded  from  the 
general  fund  rather  than  an  earmarked  source,  the 
legislature  will  be  better  able  to  prioritize  funding  for  the 
programs,  given  available  revenue  and  competing 
demands.  Table  13  shows  all  revenue  de-earmarked  in  HB 
166  and  the  resulting  changes  in  funding  sources  in  HB  2. 
The  table  also  shows  revenue  de-earmarked  from  the  debt 
service  fund  to  the  general  fund.  Because  this  money  was 
not  appropriated,  there  is  no  change  in  HB  2.  In  addition, 
HB  166  earmarks  certain  motor  vehicle  taxes  to  the  state 
special  revenue  fund.  Because  this  money  is  statutorily 
appropriated  to  the  Judiciary,  there  is  no  change  in  HB  2 
appropriations.  There  is  a  net  increase  in  general  fund 
revenues  of  just  under  $100  million. 
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Table  13 

HB  166  -  Earmarked  Revenue 

1999  Biennium 


1999  Biennium 


Agency/Action  General  Fund    Earmarked  Revenue 


Judiciary 

Earmarked  motor  vehicle  tax  *  ($1 1,555,000)  $1 1,555,000 

Revenue 

Cigarette  tax  administration  266,846  (266.846) 

Tax  check-off  administration  16,800  (16,800) 

911  emergency  telephone  tax  admin.  15,432  (15,432) 

Payroll  tax  collection  1,250,701  (1,250,701) 

Public  campaign  fund***  0  0 

Administration 

Cig.  tax  for  long-range  debt  service  ** 

Income  tax  for  long-range  debt  service  ** 

Corp.  tax  for  long-range  debt  service  ** 

Tobacco  tax  for  long-range  debt  service  ** 

Unintended  cig.  tax  from  LRB  program  acct. 
Natural  Resources  and  Conservation 

Forest  resources  stewardship 

Cabin  site  sales 
Office  of  Public  Instruction 

Resources  and  assessments 
Public  Health  and  Human  Services*** 

Patient  protection  account 
Labor  and  Industry*** 

Housing  discrimination  enforcement 
Environmental  Quality*** 

Mega  landfill  reclamation 
Transportation*  *  * 

Railroad  facilities  account 

Total 


16,422,154 

74,578,800 

14,294,000 

3,762,000 

463,000 

(16,422,154) 

(74,578,800) 

(14,294,000) 

(3,762,000) 

(463,000) 

18,886 
50,000 

(18,886) 
(50,000) 

1,050 

(1,050) 

0 

0 

0 

0 

0 

0 

0 

0 

$99,584,669 

($99,584,669) 

*   Statutorily  appropriated 

**  Previously  deposited  to  the  debt  service  fund  and  not  appropriated  in  HB  2 

♦♦♦Revenues  de-earmarked,  but  no  impact  on  HB  2. 


L 
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Statutory  Appropriations 

HB  166  eliminates  certain  statutory  appropriations  in  order 
to  allow  for  biennial  legislative  review  of  the  programs  and 
provide  for  specific  appropriations.  As  a  result,  three 
appropriations  were  added  to  HB  2  (Table  14).  The 
legislature  also:  1)  added  a  general  fund  statutory 
appropriation  to  pay  the  statutorily  required  state  lands 
equalization  payments;  and  2)  for  fiscal  1997  only, 
increased  the  Governor's  general  fund  emergency  statutory 
appropriation  from  $2.0  million  to  $4.0  million  and 
included  flood  response  as  an  authorized  use  of  the  $10.0 
million  general  fund  wildfire  statutory  appropriation.  In 
addition,  HB  166  adds  guidelines  for  reviewing  and 
establishing  statutory  appropriations  and  requires  that  the 
Office  of  Budget  and  Program  Planning  prepare  a  fiscal 
note  for  legislation  creating  or  amending  a  statutory 
appropriation. 


Table  14 

HB  166  -  Statutory  Appropriations 
1999  Biennium 

Agency/Action 

1999  Biennium 
General  Fund      State  Special 

Administration 

911  emergency  telephone  tax  admin. 

Added  for  land  equalization  payments 
State  Auditor 

Actuarial  review  of  police  retirement 
Natural  Resources  and  Conservation 

Water  well  contractor  administration 

$225,272 
(1,171,703) 

6,000 

16,000 

Total 

($940,431) 

$16,000 
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The  1995  legislature  passed  Senate  Joint  Resolution  23, 
which  established  a  legislative  committee  to  study  and 
make  recommendations  to  the  1 997  legislature  on  how  the 
state  should  proceed  to  bring  state  management  systems 
into  the  2 1  st  century.  Included  in  the  1 997  legislation  that 
resulted  from  this  study  was  SB  19,  which  makes  a 
number  of  changes  in  current  budgeting  law.  The  major 
changes  contained  in  the  legislation  are  detailed  below. 

1)  The  Legislative  Finance  Committee  (LFC)  is  directed 
to  make  recommendations  to  the  legislature  each  session 
concerning  the  application  of  certain  budget  issues, 
including  procedures  for  consistent  application  of  such 
issues  as  inflation,  fixed  costs,  and  personal  services. 

2)  All  budget  submission  dates  are  consolidated  in  one 
section  of  code.  No  changes  in  dates  were  made,  except: 

a)  the  dates  by  which  the  agency  budget  requests 
must  be  submitted  to  the  Legislative  Fiscal  Division 
(LFD)  were  moved  from  "during  the  month  of 
September"  to  "September  1 ";  and 

b)  the  Governor-elect  now  has  until  January  7,  rather 
than  December  15,  to  submit  his  or  her  budget  to  the 
legislature. 


for  each  program,  and  must  spend  in  substantial 
compliance  with  that  approved  operating  plan.  Initial 
operating  plans  generally  conform  to  the  budgets  as 
established  by  the  legislature.  Substantial  compliance  is 
defined  as  within  5  percent  of  the  operating  plan. 
Therefore,  agencies  may  change  their  operating  plan  in 
increments  of  no  more  than  5  percent  to  conform  to  actual 
expenditures  and  still  remain  within  the  law,  while  the 
cumulative  impact  of  the  changes  may  be  an  operating 
budget  and  actual  expenditures  significantly  different  from 
the  level  established  by  the  legislature. 

SB  19  is  designed  to  provide  additional  flexibility  to 
agencies  beginning  in  the  1999  biennium  while  allowing 
the  legislature  to  take  a  more  proactive  approach  to  major 
changes  in  policy  during  the  interim  through  the  following 
changes: 

1)  agencies  must  still  submit  an  operating  plan,  which  can 
be  changed  by  program  transfer  throughout  the  biennium. 
However,  the  requirement  is  now  that  the  agency  spend  in 
substantial  compliance  with  the  budget  established  by  the 
legislature,  rather  than  the  malleable  operating  plan. 
Under  SB  19,  substantial  compliance  is  defined  as  a 
change  of  either:  a)  $1.0  million;  or  b)  a  cumulative  25 
percent  and  $25,000  of  each  budget  category;  and 


3)  Requirements  of  agencies  in  submitting  budget  requests 
to  the  Office  of  Budget  and  Program  Planning  (OBPP)  and 
the  LFD.  and  of  the  content  and  form  of  the  Governor's 
budget,  are  streamlined  and/or  clarified,  as  are  budget 
definitions. 

4)  The  legislature  may  now  establish  in  the  general 
appropriations  act  that  agencies  may  move  funds  from  the 
second  year  of  the  biennium  to  the  first  without  meeting 
other  statutory  criteria  regarding  appropriations  transfers. 

5)  The  statutes  governing  agencies'  spending  within  their 
operating  plan  and  program  transfer  restrictions  were 
adjusted. 

Operating  Plans 

Under  current  law,  agencies  must  submit  an  operating  plan 


2)  the  approving  authority  for  each  agency  (either  the 
Governor,  the  Supreme  Court,  the  Board  of  Regents,  or 
one  of  several  standing  interim  legislative  committees) 
must  notify  the  LFC  in  advance  of  any  projected 
expenditures  that  will  result  in  a  significant  change  in  the 
scope,  activities,  objectives,  or  expenditures  of  the 
program  as  established  by  the  legislature. 

Program  Transfers 

Under  current  statute,  agencies  cannot  transfer  more  than 
a  cumulative  5  percent  of  total  appropriations,  within  fund 
type,  among  programs.  SB  19  removes  all  limits  on 
program  transfers,  but  requires  agencies  to  notify  the  LFC 
in  advance  of  any  substantial  change,  which  is  defined  as: 
1)  $1.0  million;  or  2)  25  percent  and  $25,000  of  a  total 
program  budget. 
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INFLATION/DEFLATION 


The  Executive  Budget  proposed  that  specific  operating  cost 
items  be  inflated  or  deflated  by  the  adjustment  factors 
agreed  to  by  the  LFD  in  the  summer  of  1996.  These 
adjustment  factors  are  presented  on  the  next  page.  The 
Fifty-fifth  Legislature  authorized  these  inflation/deflation 
rates. 

Inflation/delfation  factors  were  applied  only  to  selected 
expenditure  codes,  including  those  related  to  energy,  food, 
proprietary  rates,  and  medical/pharmacological  items. 
Proprietary  rate  items  include  spending  for  mainframe 
computing,  motor  pool,  postage  and  mailing,  and  telephone 
service.  No  other  operating  cost  items  were  adjusted  for 
inflation  or  deflation. 

Applying  inflation/deflation  factors  to  the  selected 
expenditure  items  for  all  funds  decreased  present  law  1999 
biennium  expenditures  by  $1.0  million.  While  most 
inflation  factors  increased  spending  above  fiscal  1996  levels, 
large  reductions  in  proprietary  items,  especially  those 
associated  with  mainframe  computing  and  telephone, 
reduced  the  overall  projected  spending  below  fiscal  1996 
levels. 

Applying  inflation  to  only  selected  expenditure  categories 
does  not  maintain  equal  buying  power  for  state  agencies.  If 
the  remaining  fiscal  1996  operating  cost  items  had  been 
inflated  by  the  Consumer  Price  Index  (CPI),  total  present 
law  expenditures  for  the  1999  biennium  would  have 
increased  by  $73.3  million.  Full  inflation  has  not  been 
applied  to  agency  operating  costs  for  several  bienniums. 

The  statutory  definition  of  "present  law  adjustments" 
includes  adjustments  for  inflation. 


Table  15 

Inflation/Deflation  Factors, 

1999  biennium 

For  Application  to  FY96  Base 

Expenditure 

Inflation  F 

actors 

Code              Expenditure  Category 

FY98 

FY99 

Energy  Related  Items 

1.071 

1.117 

2216  Gasoline 

2242  Diesel  Fuel 

1.071 

1.117 

2297  Propane  Vehicle  Fuel 

1.071 

1.117 

2601  Electricity 

MDC  Service  Area 

1.000 

1.000 

MPC  Service  Area 

1.058 

1  058 

2603  Natural  Gas 

MDC  Service  Area 

1.050 

1.074 

MPC  Service  Area 

1.050 

1.074 

2604  Laboratory  Gas 

1.071 

1.117 

2607  Propane 

1.071 

1.117 

2724  Oil 

1.071 

1.117 

2731  Paint-Buildings 

1.071 

1.117 

2732  Paint-Traffic  Line 

1.071 

1.117 

2738  Road  Oil 

1.071 

1.117 

2742  Oil  Mixed  Materials 

1.071 

1  117 

Food  Related  Items 

2145  Food  Services  Expense 

1.049 

1.067 

2205  Food 

1.049 

1.067 

2251  Meat 

1.049 

1.067 

2252  Dairy 

1  049 

1.067 

2253  Produce 

1.049 

1.067 

2254  Bakery 

1  049 

1.067 

2264  Grocery 

1.049 

1.067 

2275  Poultry 

1.049 

1.067 

2278  Beverages 

1.049 

1.067 

2279  Red  Meat 

1.049 

1.067 

2288  Canned  Goods 

1.049 

1.067 

2289  Staples 

1.049 

1.067 

2291  Sea  Foods 

1.049 

1.067 

2292  Pork 

1.049 

1.067 

Proprietary  Rate  Items 

2172  Computer  Processing/DofA 

0.670 

0.540 

2370  Telephone  Equip  Charge/DofA 

0.730 

0.730 

2304  Postage  and  Mailing 

1.030 

1.030 

2385  Long  Distance  Charge/DofA 

0.900 

0900 

2193  Photocopy  Pool  Services 

1.120 

1.120 

2194  SBASO.E&E 

0.670 

0.540 

2404  In-State  Motor  Pool 

1.274 

1.207 

Medical  Items 

2106  Lab  Testing 

1.056 

1.090 

2116  Medical  Services 

1.056 

1.090 

2118  Medical  Services 

1.056 

1.090 

2119  Dentistry 

1  056 

1.090 

2170  Prescription  Services 

1.056 

1.090 

2208  Lab  Equip  &  Supplies 

1.056 

1.090 

2209  Medical  &  Hospital  Supplies 

1.056 

1.090 

2222  Drugs 

1.056 

1.090 

2265  Misc  Medications 

1.056 

1.090 
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FEE  CHANGES 


The  1997  legislature  enacted  changes  to  fees  and  created 
new  fees  that  will  raise  an  estimated  $48.9  million  in 
additional  revenue  during  the  1999  biennium.  The 
increased  fee  revenue,  which  will  be  deposited  in  accounts 
other  than  the  general  fund,  will  be  used  to  fund  new  and 
existing  agency  programs.  Altogether,  21  bills  were 
enacted  that  changed  fees,  1 1  of  which  increased  fees  and 
5  of  which  the  effects  were  not  known.  The  increase  in 
fees  compares  to  the  $66.3  million  in  increased  fees 
enacted  by  the  1995  legislature  for  the  1997  biennium.  A 
large  portion  of  the  increase  is  the  anticipated  increase  in 
tuition  authorized  by  the  Board  of  Regents. 


Table  16  shows  the  legislation  that  imposed  new  or 
changed  fees  and  the  anticipated  revenue  from  each.  The 
1999  biennium  estimate  of  the  increased  fee  revenue  due 
to  the  legislative  changes  is  based  on  the  fiscal  note  for 
each  bill,  updated  (if  necessary)  for  subsequent  changes  in 
the  bill.  Agencies  were  unable  to  estimate  the  revenue 
change  that  may  result  from  some  of  the  bills. 
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FEE  CHANGES 


Table  16 

1999  Biennium  Revenue  From  New 

or  Changed 

Fees  * 

Fiscal  1998 

Fiscal  1999 

Biennial 

Bill 

Fee 

Change 

Change 

Change 

New** 

iy 

Licenses  and  Permits 

HB2 

Underground  injection  control  well  permits 

X 

$277,368 

$281,899 

$559,267 

HB20 

New  class  A-8  temporary  fishing  license  (set  by  FWP  Commission) 

X 

20.500 

20,500 

41,000 

HB252 

Construction  contractor  registration/certificate  fees 

X 

(193.218) 

(193,218) 

(386.436) 

HB289 

Free  4-day  fishing  license  for  Legion  of  Valor  at  the  Aug.  1997  convention 

X 

(9,980) 

(9,980) 

(19,960) 

HB343 

Petition  for  dissolution  of  marriage 

X 

126,000 

126,000 

252,000 

HB388 

Building  permit  fees  (new  permittees  to  the  state),  exempt  others  from  permit 

X 

0 

342,500 

342,500 

HB529 

Energy  facilities  subject  to  FERC  pay  at  rate  of  1/2  MFSA  fees 

X 

Unknown 

Unknown 

Unknown 

SB  29 

Eliminate  certain  permits  for  vehicles  over  80,000#,  increase  others  (GVW) 

X 

(166.110) 

(166.110) 

(332,220) 

SB  56 

Cemetary  audit  examination  and  license  fees 

X 

2.200 

2.200 

4.400 

SB  60 

Electronic  license  system  installation  fee 

X 

Unknown 

Unknown 

Unknown 

SB  US 

No  fishing  license  required  for  residents  of  health  or  disability  facilities 

X 

Unknown 

Unknown 

Unknown 

SB  129 

Log  loaders  not  subject  to  GVW  fees 

X 

(4.750) 

(9.500) 

(14,250) 

SB  259 

Esthetician  and  manicurist  licenses 

X 

16.800 

16.800 

33,600 

SB  354 

Beer  and  wine  license  for  restaurants 

X 

2.365.000 

84,000 

2,449.000 

SB  394 

Split  B-10  into  B-10  (without  the  deer  tag)  &  B-7  or  B-l  1  (set  by  Commission) 

X 

Unknown 

Unknown 

Unknown 

SB  394 

Non-resident  deer  license  and  non-resident  deer  B  license 

X 

266.275 

266.275 

532,550 

Subtotal 

$2,700,085 

$761,366 

$3,461,451 

Charges  For  Services 

HB2 

Wildfire  protection  taxes 

X 

$223,775 

$229,224 

$452,999 

HB2 

Air  quality  operating  fees 

X 

43.011 

(2,539) 

40,472 

HB2 

Commodity  warehouse  operator's  fees 

X 

46,500 

46,500 

93.000 

HB2 

University  tuition  *** 

X 

18,158,679 

26,141,985 

44.300,664 

HB  122 

Filing  fee  for  a  prisoner  to  file  a  complaint 

X 

0 

0 

0 

HB210 

9-1-1  emergency  telephone  tax 

X 

1,610,000 

1,610,000 

3,220,000 

SB  83 

Administrative  fees  for  foreign  despositories 

X 

Unknown 

Unknown 

Unknown 

SB  89 

Intrastate  telecommunications  surcharge  for  universal  access  program 

X 

250.000 

500,000 

750,000 

Subtotal 

$20,331,965 

$28,525,170 

$48,857,135 

Other 

SB  83 

Foreign  depository  assessments 

X 

Unknown 

Unknown 

Unknown 

SB  290 

Min.  workers'  comp.  admin  assessment  increased  only  for  1999  biennium 

X 

48,000 

48.000 

96,000 

SB  290 

Workers'  comp.  admin,  assessment-change  to  2.6%  effective  fiscal  2000 

X 

0 

0 

0 

SB  290 

Boiler  inspection  fee  increases  &  workers  comp.  admin,  assess,  decrease 

X 

0 

0 

0 

SB  375 

Workers'  comp.  admin,  assessment  for  plans  1.  2,  &  3  (credit  from  SIF-OTO) 

X 

(3,500.000) 

0 

(3.500,000) 

Subtotal 

($3,452,000) 

$48,000 

($3,404,000) 

TOTAL 

$19,580,050 

$29,334,536 

$48,914,586 

*       From 

most  recent  status  of  fiscal  note.   Estimates  include  change  in  fee  revenue  from  changes  in 

who  is 

required  by  the  legislation  to  pay  the  fee. 

Estimates  do  not  include  increased  fines  or  penalties. 

*•    Also 

ndicates  changes  in  people/commodity  subject  to  the  fee  even  though  the  fee  itself  may  not 

be  new. 

***   Increases  from  the  1996  base.  Includes  both  enrollment  and  rate  increases.   Represents  a  7  0%  annual 

uition  increase. 

Appropriation  is  a  biennial  lump-sum  amount 
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GUARANTEED  ANNUAL  BENEFIT  ADJUSTMENT 


HB  1 70  establishes  a  guaranteed  annual  benefit  adjustment 
(GABA)  for  enrolled  members  or  surviving  beneficiaries 
under  each  of  the  statewide  public  employee  retirement 
systems.  The  annual  minimum  adjustment  of  1.5  percent 
will  begin  36  months  after  a  beneficiary's  initiation  date. 
The  benefit  adjustment,  when  combined  with  other  benefit 
adjustments  already  in  law,  must  equal  at  least  1 .5  percent 
year.  Beneficiaries  in  the  retirement  systems  for  public 
employees,  sheriffs,  and  game  wardens  are  automatically 
covered  by  the  GABA.  Beneficiaries  in  the  retirement 
systems  for  highway  patrol  officers,  municipal  police 
officers,  firefighters  unified,  and  judges  may  choose  to  be 
covered  by  GABA  or  by  benefits  adjustment  mechanisms 
already  in  place. 

HB  1 70  requires  the  state  to  contribute  monthly  from  the 
general  fund  to  the  pension  trust  fund  for  employees  of 
local  government  and  school  districts  a  sum  equal  to  0.1 


percent  of  the  compensation  of  members  beginning  July  1, 
1997.  This  cost  is  estimated  to  be  approximately  $0.3 
million  per  year. 

The  costs  associated  with  GABA  will  be  paid  for  from  a 
combination  of  sources,  including  increases  in  member 
contributions,  state  contributions,  and  savings  from 
actuarially  funding  the  minimum  benefit  adjustment.  HB 
170  also  de-earmarks  a  portion  of  the  insurance  premium 
tax  which  has  been  used  to  pay  for  retirement  benefits 
associated  with  municipal  police  officers  and  firefighters. 
These  costs  will  be  paid  for  by  a  statutory  appropriation 
out  of  the  general  fund.  The  costs  associated  with  benefit 
adjustments  for  employees  of  local  governments  will  be 
paid  for  from  the  state's  contribution  and  from  increased 
member  contributions. 
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YEAR  2000  FISCAL  IMPACT 


The  state's  numerous  computer  systems  and 
applications  are  at  risk  due  to  the  Year  2000 
computer  dilemma.  The  basis  of  the  problem  is 
that  most  computers  and  computer  systems 
applications  are  embedded  with  a  standard  six- 
digit  date  format  (i.e.  MM/DD/YY)  which 
assumes  a  century  date  of  1900.  Thus,  in  the  Year 
2000,  affected  computers  and  related  systems  may 
not  recognize  the  Year  2000  and  will  potentially 
malfunction  or  crash.  The  issue  has  major 
financial  and  operational  implications  to  state 
government. 

A  recent  National  Council  of  State  Legislatures 
survey  indicates  that  29  states  have  estimated 
their  Year  2000  conversion  costs,  with  estimates 
ranging  from  $1.5  million  to  $200  million  and 
averaging  $33  million  to  $45  million  per  state.  A 
preliminary  assessment  of  the  state's  systems  was 
conducted  by  the  Information  Services  Division 
(ISD)  in  the  fall  of  1996;  however,  an  actual  cost 
estimate  to  implement  the  conversion  strategy  has 
not  been  finalized,  nor  has  a  statewide  inventory 
of  at-risk  systems  been  completed.  In  order  to 
provide  an  opportunity  for  completion  of  this  task 
prior  to  calendar  2000,  all  preliminary  conversion 
work  should  be  completed  by  the  fall  of  1998. 

The  legislature  funded  a  replacement  of  the  state's 
legacy  management  systems  (including  the 
personnel  management  system  and  the  statewide 


accounting  system)  in  HB  188  as  part  of  the  MT 
PRRIME  (Montana  Project  to  Re-engineer  the 
Revenue  and  Information  Management 
Environment)  project.  The  Year  2000  issue 
would  be  addressed  as  these  systems  are  replaced. 
With  the  exception  of  MT  PRRIME,  the 
legislature  was  not  asked  to  specifically  fund 
other  Year  2000  costs,  although  some  agency 
computer  requests  did  include  this  component.  In 
addition,  budgets  were  not  centrally  coordinated 
to  ensure  that  all  systems  requiring  Year  2000 
conversion  were  appropriately  budgeted  for. 

Because  neither  a  statewide  inventory  to  assess 
the  Year  2000  problem  nor  a  detailed  estimate  of 
costs  has  been  performed,  it  cannot  be  determined 
if  enough  resources  have  been  appropriated  and 
allocated  to  bring  state  systems  into  compliance. 
In  the  event  that  the  financial  and  human 
resources  allocated  to  alleviate  this  problem  in  the 
1999  biennium  are  inadequate,  there  is  the 
potential  that  state  agencies  may  need  to  divert 
resources  to  this  endeavor  during  the  biennium. 
A  Year  2000  task  force  has  been  organized  by  the 
Department  of  Administration  to  coordinate  a 
statewide  effort,  although  responsibility  remains 
with  the  agencies. 
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2001  BIENNIUM 
OUTLOOK 


GENERAL  FUND  STRUCTURAL  BALANCE 


General  Fund  -  2001  Biennium 

The  1993  legislature  overcame  a  structural 
imbalance  in  the  general  fund  that  had  existed  for 
six  bienniums,  achieving  a  match  of  revenues  and 
expenditures  for  the  1995  biennium.  In  the  1993 
special  session,  after  re-balancing  the  general 
fund  in  response  to  voter  initiatives,  revenues  and 
expenditures  again  nearly  matched.  The  1995 
legislature  used  a  number  of  one-time  revenues 
and  significant  tax  relief  that  threatened  a 
structural  imbalance,  but  offsetting  factors  were  a 
solid  economy  and  enactment  of  measures  by  the 
legislature  to  slow  expenditure  growth  by 
containing  costs  in  programs  that  had  been 
growing  faster  than  revenues,  particularly  in 
human  services.  Based  on  current  projections,  the 
1997  biennium  expenditures  will  exceed  ongoing 
revenues  by  $20  million,  nearly  achieving  a 
structural  balance. 

The  1997  legislature  faced  a  general  fund 
projection  for  the  1999  biennium  that  adequately 
supported  present  law  budget  requirements,  yet 
left  a  number  of  challenges  and  uncertainties, 
including:  1)  correctional  system  population 
growth  projections  and  infrastructure  needs;  2) 
property  tax  reappraisal  and  a  clear  desire  to 
mitigate  the  effects  of  projected  revenue  windfalls 
that  were  included  in  present  law  projections;  3) 


executive  budget  proposals  that  exceeded 
available  revenues  based  on  economic 
assumptions  adopted  by  the  Revenue  Oversight 
Committee;  4)  infrastructure  deficiencies  that 
prompted  one  of  the  largest  capital  projects 
requests  in  history;  and  5)  uncertainty  about 
federal  budget  reforms  in  the  area  of  human 
services,  education,  and  transportation.  The 
legislature  addressed  all  of  these  challenges  and 
adjourned  with  a  projected  balanced  budget  with 
an  ending  fund  balance  of  nearly  $25  million. 

The  purpose  of  this  section  is  to  examine  the 
impacts  of  legislative  action  on  the  2001 
biennium  with  regard  to  structural  balance  of  the 
fund,  i.e.,  the  ability  of  present  law  revenues  to 
support  present  law  expenditure  requirements. 
This  analysis  provides  a  broad  overview  of  the 
scope  of  issues  the  legislature  may  face  in  the 
1999  session,  using  projections  based  on  "broad 
brush"  general  assumptions  of  expenditure  and 
revenue  patterns  from  the  most  current  available 
information  and  legislatively  established 
projections.  It  must  be  emphasized  that  these 
projections  are  extremely  preliminary,  but  provide 
some  insights  into  what  the  impacts  of  current 
legislation  and  projections  could  have  on  the  2001 
biennium. 
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GENERAL  FUND  STRUCTURAL  BALANCE 


Table  1 

Fiscal  Implications  For  The  2001  Biennium 

Figures  In  Millions 

Biennium 
98-99 

Biennium 
00-01 

Dollar 
Change 

Beginning  Fund  Balance 
Anticipated  Revenue 

$24.7 
2,071.4 

$24.5 
2,176.0 

($0.2 
104.6 

Total  Revenue  Available 

$2,096.1 

$2,200.5 

$104.4 

Major  Taxation  Revisions 

Included  in 
f  (54th  Session            (27.2) 
(7.7) 

Anticipated 

(25.0) 

(8.3) 

Revenue 

2.2 

(0.6; 

SB195       Property  Tax  Mitigation 
SB417       Personal  Property  Tax  Relie 
Income  Tax  Revisions 

Total  Tax  Revisions 

($34.9) 

($33.3) 

$1.6 

Net  Revenues  Available                         $2,061.2 

$2,167.2 

$106.0 

One-Time  Revenues 

20.0 

0.0 

(20  .o; 

SB067       State  Fund  Transfer 

Major  Disbursements 

6.27%            (446.3) 
24.16%            (154.4) 

3.79%            (224.0) 
-0.60%           (953.5) 

3.01%           (192.8) 

9.44%              (71.0) 
NA              (14.7) 

(474.3) 
(191.7) 
(232.5) 
(947.8) 
(198.6) 
(77.7) 
(21.4) 

(28  .o; 

(37.3; 
(8.5; 
5.7 
(5.8 
(6.7 
(6-7 

Human  Services 
Corrections 
Higher  Education 
—        Public  School  Support 
All  Other  Government 
All  Other  Authority 
HBO  13      Employee  Pay  Proposal 

Total  Disbursement 

Changes                ($2,056.7) 

($2,144.0) 

($87.3 

Grand  Totals 

$24.5 

$23.2 

($1.3 
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Approved  expenditures  exceed  ongoing  revenues 
for  the  1999  biennium  approved  budget  by  $20 
million.  Ongoing  revenues  are  anticipated 
revenues  of  $2,071  billion  less  tax  relief 
initiatives  of  $34.9  million,  as  shown  in  Table  1. 
That  equals  $2,037  billion,  as  compared  to 
projected  expenditures  of  $2,057  billion.  The 
resulting  budget  was  balanced  with  a  one-time 
$20  million  transfer  from  the  workers' 
compensation  state  fund  to  the  general  fund  to 
achieve  a  similar  ending  fund  balance  (reserve)  at 
the  end  of  the  1999  biennium.  This  creates  a 
shortfall  of  ongoing  revenues  to  support  the 
approved  level  of  appropriations  for  the  1999 
biennium,  and  a  moderate  structural  imbalance  in 
the  general  fund. 

Future  legislators  face  the  ever-present  difficulty 
of  holding  down  budget  growth  when  confronted 
with  double  digit  percentage  growth  in  corrections 
costs  in  efforts  to  control  crime,  increased  human 
services  demands,  rising  enrollments  and  funding 
requirements  in  (higher)  education,  and  a  larger 
debt  service  obligation.  With  anticipated  growth 
in  state  revenues  of  approximately  2.6  percent,  the 
1999  legislature  would  have  about  $1 1 1.0  million 
($2,167  billion  net  available  revenues  less  $2,056 
billion  1999  biennium  base  expenditures)  to  fund 
anticipated  growth  in  state  programs  above  1999 
biennium  base  levels. 

A  conservative  estimate  of  growth  in  state 
expenditures  for  the  2001  biennium  would 
increase  general  fund  disbursements  to  $2,144 
billion,  an  increase  of  $87.3  million  over  the  1999 
biennium,  as  shown  in  Table  1.  This  would  leave 
a  general  fund  balance  of  $23.2  million,  or  within 
$1.3  million  if  an  ending  fund  balance  equal  to  the 
1999  biennium  fund  balance  is  to  be  maintained. 
Based  on  these  projections,  the  2001  biennium 
would  have  sufficient  general  fund  revenue 
growth  to  support  present  law  expenditure  needs, 


and  is  structurally  balanced. 

The  anticipated  growth  in  expenditures  is  based 
on  the  assumptions  discussed  below. 

Human  Services 

Projections  for  Medicaid,  which  comprises  the 
largest  portion  of  human  services  costs,  reflect 
two  increases:  1 )  an  increase  in  caseload  of  1.13 
percent  each  year;  and  2)  medical  inflation  of  4 
percent  each  year.  Foster  care  costs  reflect  a  15 
percent  per  year  increase  (costs  increased  about 
30  percent  in  the  1999  biennium).  The  projection 
also  assumes  that  the  decline  in  the  number  of 
TANF  welfare  recipients  will  reverse,  with  a 
slight  increase  in  caseload  (0.5  percent  each  year) 
in  the  2001  biennium. 

Corrections 

The  projected  increase  of  over  24  percent  in 
corrections  in  the  2001  biennium  continues  to  be 
driven  primarily  by  the  growing  adult  male 
inmate  population,  which  is  projected  to  increase 
by  almost  800  inmates  from  the  1999  biennium 
level.  Current  building  projects  that  will  be 
completely  or  partially  on-line  to  accommodate 
this  increasing  population  during  the  2001 
biennium  include  the  forensics  building  at  Warm 
Springs,  two  new  96-bed  units  at  Montana  State 
Prison,  a  projected  500  bed  private  prison,  and 
other  regional  jail  space.  The  costs  of  juvenile 
programs  are  projected  to  continue  the  dramatic 
increases  experienced  in  the  1999  biennium.  The 
juvenile  population  of  the  Pine  Hills  Juvenile 
Correctional  Facility  is  projected  to  increase  from 
70  inmates  at  the  end  of  fiscal  1999  to  90  inmates 
at  the  end  of  fiscal  2001,  a  new  state  operated 
secure  care  facility  for  juvenile  females  will  be 
fully  operational,  and  out-of-home  juvenile 
placements  will  continue  to  increase. 
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Higher  Education 

Higher  education  general  fund  expenditures  are 
projected  to  increase  approximately  $8.5  million 
during  the  2001  biennium.  This  increase 
includes:  1 )  a  1.5  percent  or  approximately  $3 .0 
million  increase  for  enrollment  increases;  and  2) 
an  additional  $5.4  million  to  replace  millage 
revenue  lost  when  property  reappraisal  was  not 
implemented. 

Public  School  Support 

Estimates  reflect  a  leveling  off  of  public  school 
enrollments  compared  to  the  1999  biennium  and 
full  implementation  of  current  funding  formulas. 
A  reduction  occurs  from  1999  biennium 
expenditure  levels  due  to  a  one-time  appropriation 
of  $12.5  million  for  school  technology 
investments  that  is  not  included  in  2001  biennium 
base  expenditures. 

General  Growth 

General  government  operations  are  estimated  to 
grow  an  average  of  3  percent,  or  $5.8  million. 

Other  Authority 

The  majority  of  the  increase  in  this  category 
reflects  the  increase  in  debt  service  obligations  as 
the  result  of  the  large  capital  projects  bonding 
authority  approved  by  the  1997  legislature. 


Contingencies 

No  estimate  is  included  in  this  projection  for 
increased  expenditures  due  to  emergencies  and/or 
contingencies.  These  include  supplemental 
budget  requests,  which  historically  exceed  $20 
million  per  biennium,  with  fire  suppression  costs 
and  other  emergencies  (such  as  flooding)  being 
the  primary  unfunded  contingency.  Other 
unfunded  risks  include  significant  reductions  in 
federal  support  for  medicaid  and  other  programs, 
and  litigation  addressing  state  tax  policy.  In 
addition,  the  general  fund  reserve  of  $24.5  million 
is  minimal,  and  the  state  budget  could  easily  be 
unbalanced  by  any  minor  increase  in  costs  or  a 
shortfall  in  revenues. 

Summary 

Table  1  shows  a  structurally  balanced  general 
fund  in  the  2001  biennium,  within  a  statistically 
insignificant  $1.3  million  of  additional  revenue 
growth  or  expenditure  savings  needed  to  achieve 
a  balanced  present  law  budget  during  the  2001 
biennium.  As  such,  it  provides  an  encouraging 
outlook  for  the  1999  legislature,  although  it  leaves 
no  surplus  for  contingencies  and  new  initiatives. 
This  provides  a  preliminary  basis  for  comparing 
different  approaches  to  the  1999  legislative 
session  budget  issues. 


Pay  Plan  Cost  Annualization 

Because  the  approved  1999  biennium  employee 
pay  plan  is  phased  in  over  the  biennium,  the  costs 
of  implementation  for  a  full  biennium  will  total 
$21.4  million  in  the  2001  biennium,  compared 
with  a  1999  biennium  cost  of  $14.7  million. 
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Fund  balance  projections  for  the  highways  special 
revenue  account,  which  funds  highways 
infrastructure  and  related  activities,  indicate  a 
remaining  cash  balance  by  the  end  of  the  1999 
biennium  of  only  $1.7  million  (the  beginning 
balance  is  $33.8  million).  This  ending  balance  is 
less  than  one-half  of  one  percent  of  total  biennial 
appropriations,  and  creates  a  very  tenuous  cash 
flow  issue  for  the  1999  biennium.   As  shown  in 


Table  2,  the  balance  in  the  account  is  projected  to 
decline  by  an  additional  $24.3  million  in  the  2001 
biennium,  resulting  in  a  negative  working  cash 
balance  in  fiscal  2000  of  $9.5  million  and  growing 
to  a  negative  $22.5  million  at  fiscal  2001  year 
end.  A  detailed  cash  flow  table  and  discussion  is 
on  pages  A-71  through  A-74  in  Volume  1  of  this 
report. 


Table  2 

Highways  Special  Revenue  Account 

Projected  Cash  Flow  Analysis 

Fiscal  1996  -  2001 

In  Millions 

Actual 

Component 

Fiscal  1996  Fiscal  1997  Fiscal  1998  Fiscal  1999 

Fiscal  2000 

Fiscal  2001 

Beginning  Working  Cash  Balance 

$34.8            $41.9 

$33.8 

$18.0 

$1.7 

($9.5) 

Revenues 

200.0            206.6 

205.1 

206.9 

208.7 

210.5 

Available  Working  Cash 

234.8            248.5 

238.9 

224.9 

210.4 

201.0 

Authorized  Expenditures 

192.9             214.7 

220.9 

223.2 

219.9 

223.5 

Ending  Working  Cash  Balance 

$419            $33.8 

$18.0 

$1.7 

(S9.5) 

($22.5) 

Revenue  &  Expenditure  Variance 

7.1               (8.1) 

(15.8) 

(16.3) 

(11.2) 

(13.0) 

There  is  a  clear  structural  imbalance  in  this 
account,  as  expenditures  exceed  ongoing  revenues 
by  over  $32  million  in  the  1999  biennium  and  by 
over  $24  million  in  the  2001  biennium.  Unless 
revenues  are  significantly  higher  than  anticipated 
or  expenditures  significantly  lower  than  budgeted, 
the  1999  legislature  must  address  either  a 
reduction  in  expenditures,  an  increase  in  revenues, 
or  some  combination  of  both. 


A  key  factor  in  the  account  fund  balance  decline 
is  the  relatively  inelastic  revenue  base  that 
finances  the  state's  highways  program.  Current 
fuel  tax  revenues  (which  are  the  largest 
component  of  highway  program  revenues)  are 
estimated  to  increase  at  1  percent  each  fiscal  year, 
which  cannot  sustain  the  escalating  costs  of 
highway  construction,  related  activities,  and 
overhead.      The   account   has   a   long-standing 
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tradition  of  structural  imbalance,  and  has  been  The  1999  legislature  must  assess  what  measures 

resolved  by  periodic  fuel  tax  increases  designed  to  will  be  necessary  to  make  the  account  solvent, 

sustain  the  account  for  a  number  of  years.   The  Recognizing  the  problem,  the  1997  legislature 

last  fuel  tax  increase  in  the  1995  biennium  was  passed  HB  610,  which  authorized  a  study  of  the 

intended  to  sustain  the  account  through  fiscal  account  during  the  interim.    The  study  is  to  be 

2006.  staffed  by  the  Legislative  Fiscal  Division,  and  a 

report  of  findings,  conclusions,  and  proposed 
legislation  is  to  be  submitted  to  the  Legislative 
Finance  Committee  by  August,  1998. 
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BUDGET  BASICS 


This  section  provides  an  overview  of  the  basic  budget 
concepts,  definitions  of  budget  terms,  and  background  and 
reference  information  pertinent  to  1999  biennium 
appropriations. 

Budget  Process 

Prior  to  the  November  1993  Special  Session,  Montana 
statute  required  that  the  director  of  the  Office  of  Budget  and 
Program  Planning  (OBPP)  include  "the  current  funding  level 
and  the  modified  funding  level,  if  any"  for  each  program  in 
state  government.  "Current  funding  level"  was  defined  as 
"that  level  of  funding  required  to  maintain  operations  and 
services  at  the  level  authorized  by  the  previous  legislature, 
after  adjustment  for  inflation".  "Modified  funding  level" 
was  defined  to  reflect  "workload  increases,  the  provision  of 
new  services,  or  changes  in  authorized  funding".  Statute 
further  required  that  the  director  submit  the  budget  to  the 
Legislative  Fiscal  Analyst  (LFA)  no  later  than  December  1 . 

Partly  due  to  timing  considerations,  the  Legislative  Fiscal 
Division  (LFD)  analysis  consisted  primarily  of  the 
development  of  separate  "current  level"  budget  options. 
Changes  from  base  year  expenditures  were  always 
delineated  in  both  the  LFD  and  Executive  Budget  "current 
levels".  However,  legislative  scrutiny  was  primarily 
directed  toward  differences  between  the  LFD  and  Executive 
Budget  "current  levels",  rather  than  toward  increases  (or 
decreases)  from  the  base.  Base  changes  received  little 
scrutiny  from  the  legislature. 

The  legislature  made  two  primary  changes  in  fiscal  1 994:  1 ) 
redefinition  of  certain  budget  terms,  with  emphasis  on  a 
three  tier  budget  presentation;  and  2)  adjustment  of  statutory 
budget  submission  dates.  The  emphasis  on  a  three  tier 
budget  presentation  more  specifically  directs  the  type  of 
budget  information  that  must  be  provided  to  the  legislature, 
and  provides  the  legislature  the  opportunity  to  use  the  base 
budget  as  the  starting  point  for  legislative  review,  as 
opposed  to  "current  level".  The  three  tier  method  is  also  the 
form  used  by  the  legislature  to  build  the  appropriation. 


Budget  Terms 

Budgets  must  be  submitted  in  three  tiers  to  allow  legislative 
scrutiny  of  all  stages  of  budget  development.  As  stated,  the 
legislature  also  uses  these  three  tiers  to  determine  the 
appropriation  level: 

1)  the  base  -  defined  as  the  level  of  funding 
authorized  by  the  previous  legislature.  The  base  and 
how  it  is  derived  are  discussed  in  more  detail  in  the 
"Base  Budget"  narrative  in  this  section. 

2)  present  law  -  defined  as  that  additional  level  of 
funding  needed  under  present  law  to  maintain 
operations  and  services  at  the  level  authorized  by 
the  previous  legislature,  including  but  not  limited  to 
legally  mandated  workload,  caseload,  or  enrollment 
changes;  changes  in  funding  requirements; 
inflationary  or  deflationary  adjustments;  and 
elimination  of  one-time  appropriations.  Present  law 
essentially  mirrors  the  previous  "current  level";  and 

3)  new  proposals  -  defined  as  requests  to  provide 
new  non-mandated  services,  to  change  program 
services,  to  eliminate  existing  services,  or  to  change 
sources  of  funding. 

As  a  result,  the  LFD  developed  and  presented  the  format 
included  in  this  report. 

Types  of  Legislative  Appropriations 

Article  VIII,  Section  14,  of  the  Montana  Constitution  reads: 

Prohibited  Payments.  Except  for  interest  on  the 
public  debt,  no  money  shall  be  paid  out  of  the 
treasury  unless  upon  an  appropriation  made  by 
law  and  a  warrant  drawn  by  the  proper  officer  in 
pursuance  thereof. 

In  section  17-7-501,  MCA,  there  are  three  types  of 
appropriations  within  the  meanings  of  "appropriation  made 
by  law"  as  used  in  Article  VIII,  Section  14,  of  the  Montana 
Constitution.  These  are: 
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1)  temporary  appropriations  -  enacted  by  the 
legislature  as  part  of  designated  appropriations  bills 
or  sections  designated  as  appropriations  in  other 
bills; 


2)  temporary  appropriations 
amendment;  and 


made  by  valid  budget 


3)  statutory  appropriations  -  made  by  permanent 
law  that  authorize  spending  by  a  state  agency 
without  the  need  for  a  temporary  legislative 
appropriation  or  budget  amendment.  These 
statutory  appropriations  are  listed  in  section  17-7- 
502,  MCA. 

The  legislature  generally  uses  two  vehicles  to  make 
temporary  appropriations:  1)  HB  2;  and  2)  other 
appropriations  bills,  generally  referred  to  as  "cat  and  dog" 
bills.  (Budget  amendments  are  used  to  add  authority  during 
the  interim  in  the  legislature's  absence,  and  are  not  a 
legislative  appropriations  vehicle.)  HB  2  is  the  general 
appropriations  bill,  in  which  most  funding  to  operate  state 
government  is  appropriated.  In  contrast,  cat  and  dog  bills 
are  generally  special  appropriations  that  may  or  may  not  be 
anticipated  to  be  continued. 

Statutory  appropriations,  while  they  represent  an  obligation 
and  are  included  in  any  total  expenditure  tallies,  do  not 
require  the  passage  of  an  appropriations  bill  to  be  effective. 
In  addition,  while  the  legislature  estimates  total  statutory 
appropriations  for  the  purpose  of  determining  total  available 
revenues  for  other  appropriations,  actual  statutory 
appropriations  will  depend  upon  the  underlying  conditions 
controlling  the  appropriation,  such  as  the  level  of  debt 
service  required,  which  is  a  function  of  not  only  the  total 
debt  undertaken  but  factors  such  as  prevailing  interest  rates. 

The  Overview  volume  includes  a  discussion  of  all  general 
fund,  regardless  of  appropriations  vehicle,  although  the 
narrative  concentrates  on  HB  2.  The  tables  in  the 
"Appropriations  by  Agency  and  Program"  section 
exclusively  contain  HB  2  appropriations. 


HB  576/Proprietary  Funds 

Not  all  programs  require  appropriations.  The  1995 
legislature  passed  HB  576,  which,  among  other  features, 
eliminated  the  requirement  in  statute  that  most  proprietary 
funds  be  appropriated. 

Proprietary  funds  (internal  service  and  enterprise  funds)  are 
those  collected  in  return  for  the  provision  of  a  service  or 
product  (such  as  the  provision  of  computer  services  to 
agencies  of  state  government),  or  services  for  which  a  fee  is 
charged  (such  as  legal  services). 

In  previous  biennia,  funding  related  to  certain  services  was 
double  appropriated  in  HB  2:  once  in  the  program  paying 
the  fees  and  charges,  and  again  in  the  program  providing  the 
service,  in  order  to  allow  expenditure  of  funds  collected. 
Appropriations  to  allow  programs  to  pay  fees  and  charges 
remain  in  HB  2.  Statute  no  longer  requires  appropriation  in 
the  program  providing  the  service.  Consequently,  funding 
for  a  number  of  programs  was  removed  from  HB  2 
beginning  in  the  1997  biennium  that  had  appeared  as 
expenditures  in  HB  2  in  previous  biennia.  The  table  lists  the 
programs  removed.  In  limited  instances,  portions  of 
programs  remain  appropriated  in  HB  2. 

Statute  requires  that  the  legislature  establish  fees  and 
charges  for  all  internal  service  funded  programs  in  HB  2  and 
restricts  those  programs  from  increasing  those  fees  and 
charges  during  the  biennium.  A  discussion  of  the  rates  is 
included  in  the  relevant  program  narrative  in  the 
"Appropriations  by  Agency  and  Program"  sections  of 
Volumes  1  and  2. 

Base  Budget 

The  legislature  used  actual  fiscal  1996  expenditures  as 
recorded  on  the  Statewide  Budgeting  and  Accounting 
System  (SBAS)  as  the  base  for  determining  a  present  law 
budget  for  the  1999  biennium.  Certain  items  were  then 
excluded  from  actual  expenditures  in  order  to  create  a  base 
that  reflects  only:  1)  the  cost  of  ongoing  programs  or 
functions  approved  by  the  last  legislature;  and  2) 
expenditures  authorized  by  the  legislature. 


68 


BUDGET  BASICS 


Agency /Prog  ram /Function 


Secretary  of  Slate 


Administrative  Rules  of  Montana  Fees 
Records  Management  Fees 
Department  of  Transportation 


State  Motor  Pool 
Equipment  Program 
Yellowstone  Airport 
Department  of  Administration 


Table  1 

Internal  Service  Rates 

As  Established  in  HB  2 

1999  Biennium 


Accounting  and  Managment  Support 
General  Services 

Professional  Development  Center 
Information  Services  Division 
Publications  and  Graphics 
Central  Stores 
Natural  Gas  Procurement 
Statewide  Fueling  Network 
Surplus  Property 
M  ail  Program 
Legal  Services  Unit 
Deadhead  M  ail 
Payroll 

Risk  Management 
State  Employee  Group  Benefit  Plan 
Department  of  Fish,  Wildlife,  and  Parks 


Administration  and  Finance  Warehouse/Office  Supply 
Vehicle  Account  Rates 
Capitol  Grounds  Maintenance 
Duplicating  /Bindery 
Department  of  Environmental  Quality 


Air  Operations 
Department  of  Commerce 


Professional  and  Occupational  Licensing 
Local  Government  Services  Bureau 
Health  Facility  Authority 
Housing  Division 
Board  of  Investments 
Director's  Office/Management  Services 
Department  of  Justice 


Agency  Legal  Services 
Department  of  Corrections 


Corrections  Enterprises  (Laundry) 
Department  of  Labor  and  Industry 


Centralized  Services  Division 
Information  Services  Bureau 
Career  Information  System 
Office  of  Public  Instruction 


Indirect  Cost  Pool 
Montana  University  System 


Flexible  Benefits 
Group  Insurance 


Following  is  an  explanation  of  each  type  of  expenditure 
category  excluded  from  the  base: 

Appropriation  Transfers 

Section  17-7-301,  MCA,  allows  the  Governor  to  authorize 
the  transfer  of  funds  appropriated  for  the  second  year  of 
the  biennium  to  the  first  if  the  Governor  finds  that  "due  to 
an  unforeseen  or  an  unanticipated  emergency"  the  amount 
appropriated  for  the  first  year  of  the  biennium  "will  be 
insufficient  for  the  operation  and  maintenance  of  the 
department."  Since  the  transfers  did  not  result  from 
legislative  action  and  may  be  for  one-time  costs,  these 
transfers  are  excluded  from  the  base.  However,  if  the 
transfer  funds  an  ongoing  cost,  the  present  law  budgets  for 
the  next  biennium  were  adjusted  accordingly. 

Budget  Amendments 

Budget  amendments  provide  temporary  authority  to 
agencies  to  spend  unanticipated  non-general  fund  revenue 
received  after  the  legislature  adjourns  to  provide 
additional  services.  In  accordance  with  17-7-402,  MCA, 
budget  amendment  authority  terminates  at  the  end  of  each 
biennium  and  can  make  no  "ascertainable  present  or  future 
significant  commitment  for  increased  general  fund 
support."  Expenditures  financed  through  budget 
amendments  are  excluded  from  the  base.  Any  activities 
funded  with  a  budget  amendment  and  continued  by  the 
legislature  in  the  1999  biennium  are  included  as  a  new 
proposal. 

One-Time  Appropriations 

In  general,  miscellaneous  or  "cat  and  dog"  appropriations 
(appropriations  made  in  bills  other  than  the  general 
appropriations  act)  are  considered  "one-time"  and  not 
continued  in  the  base.  The  legislature  may  also  specify  in 
appropriation  acts  that  an  appropriation  is  not  intended  to 
be  ongoing  and  may  not  be  included  in  the  base. 

Language  Appropriations 

In  appropriation  acts,  the  legislature  may  authorize 
expenditure  of  funds  from  a  specific  source  without 
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providing  a  specific  dollar  appropriation.  Language 
appropriations  are  generally  used  when  an  agency  knows 
that  it  will  be  receiving  federal  or  state  special  revenue 
funds  but  is  uncertain  as  to  the  amount.  In  order  to  be 
sanctioned  by  law  as  an  appropriation,  the  statute  must  fix 
at  least  a  maximum  amount  that  the  appropriations  may 
not  exceed.  These  expenditures  were  excluded  from  the 
base.  If  the  legislature  wished  to  continue  these 
appropriations,  they  are  made  specifically  in  new  language 
in  HB  2. 

Non-Budgeted  Expenditures 

Generally  Accepted  Accounting  Principles  (GAAP) 
require  agencies  to  make  accounting  entries  for 
depreciation,  amortization,  and  other  financial  transactions 
that  show  as  expenditures  but  don't  actually  result  in 
expenditure  of  funds  from  the  state  treasury. 

Statutory  Appropriations 

Section  17-7-501,  MCA,  provides  that  funds  may  be 
appropriated  in  permanent  law,  rather  than  through 
appropriation  bills,  which  are  effective  for  only  one 
biennium.  In  order  for  a  statutory  appropriation  to  be 
valid,  the  statute  creating  the  appropriation  must 
specifically  state  that  it  is  a  statutory  appropriation,  and 
the  statute  must  be  listed  in  section  17-7-502,  MCA. 
Currently,  there  are  over  90  valid  statutory  appropriations 
listed  in  that  section.  Examples  of  statutory  appropriations 
include  debt  service,  personal  property  reimbursements 
made  to  local  governments  and  schools,  and  motor  fuel  tax 
revenues  distributed  to  counties. 

Other  Appropriations 

This  category  includes  administrative  transfers  created  by 
OBPP,  continuing  appropriations  from  previous  years, 
internally  offsetting  adjustments  to  appropriations,  and 
miscellaneous  appropriations. 

Entitlement  and  Formula-Funded  Programs 

Under  current  state  and  federal  law,  certain  programs  are 
"entitlement",  and  projected  growth  or  declines  in  these 


programs  are  funded  as  part  of  the  present  law  budget, 
rather  than  through  a  new  proposal.  For  example,  the 
legislature  has  established  statutory  levels  of  state 
foundation  support  for  each  child  enrolled  in  Montana 
public  schools.  Similarly,  federal  and  state  laws  require 
that  persons  eligible  for  Medicaid  receive  specified 
services  or  grants.  The  programs  treated  as  entitlement 
are:  K-12  BASE  aid,  Medicaid,  and  foster  care.  Prior  to 
the  enactment  of  federal  welfare  reform,  Aid  to  Families 
with  Dependent  Children  (AFDC)  was  also  considered  an 
entitlement.  This  federal  entitlement  no  longer  exists. 

Personal  Services  "Snapshot" 

Personal  services  costs  comprise  about  40  percent  of  total 
agency  operating  expenditures  (excluding  capital  outlay, 
grants  and  benefits,  and  transfers)  in  the  1999  biennium. 

Personal  services  is  based  on  a  "snapshot"  of  actual 
salaries  for  authorized  FTE  as  they  existed  in  the  last  pay 
period  of  fiscal  1996.  These  salaries  were  then  adjusted  to 
include  annualization  of  the  pay  increase  awarded  in  fiscal 
1996  and  1997.  Since  the  personal  services  in  the  tables 
contained  in  the  "Appropriations  by  Agency  and  Program" 
section  includes  only  HB  2,  the  1999  biennium  pay  plan 
(HB  13)  is  not  included. 

Workers'  Compensation  and  Unemployment  Insurance 
rates  vary  from  agency  to  agency.  Each  agency  has  a 
different  rate  based  on  its  own  experience.  Fiscal  1997 
rates  were  adjusted  to  project  fiscal  1998  and  fiscal  1999 
levels  based  on  advice  provided  by  representatives  of  the 
State  Mutual  Insurance  Compensation  Fund  and  the 
Department  of  Labor  and  Industry. 

Vacancy  Savings 

Vacancy  savings  is  the  difference  between  the  full  cost 
and  the  actual  cost  of  authorized  employee  positions 
during  a  budget  period.  Since  1979,  the  legislature  has 
periodically  applied  a  vacancy  savings  factor  to  agency 
budgets  in  recognition  of  the  fact  that  staff  turnover  and 
vacancies  often  result  in  personal  services  expenditures 
that  are  lower  than  the  amounts  appropriated. 
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Table  2 

Fixed  Costs* 

1999  Biennium 

(in  Millions) 

Agency 

Function 

Total 

Administration 

Insurance  and  Bonds 

$12,722 

Warrant  Writing  Fees 

1.659 

Payroll  Service  Fees 

1.448 

Data  Network  Services 

11.259 

Messenger  Services 

0.314 

Rent  -  Buildings 

8.298 

Legislative  Audit  Division    Audit  Fees 

2.669 

Fish,  Wildlife  &  Parks 

Grounds  Maintenance 

0.590 

Various 

State  Fund  Allocation  Plan 

1.963 

Total 

$40,922 

•Costs  include  all  funds. 

including  non-appropriated  proprietary  and 

university  system  funds 

The  1989  legislature  did  not  apply  a  vacancy  savings 
factor  for  the  1991  biennium  budgets.  Instead,  it  included 
language  in  HB  100  prohibiting  agencies  from  expending 
funds  appropriated  for  personal  services  in  any  other 
category  (with  certain  limited  exceptions).  Although 
OBPP  did  not  establish  any  procedure  to  monitor  and 
verify  the  expenditure  of  personal  services  funds,  it 
estimated  that  $6  million  of  general  fund  appropriated  for 
personal  services  was  reverted  in  fiscal  1990. 

During  the  1991  regular  session,  the  legislature  applied 
vacancy  savings  rates  for  agencies  ranging  from  0  percent 
(for  agencies  with  20  or  fewer  FTE  and  university  and 
colleges  of  technology  faculty)  to  4  percent.  In  the 
January  and  July  special  sessions,  the  legislature  reduced 
vacancy  savings  rates  for  some  agencies  and  increased 
vacancy  savings  rates  for  other  agencies.  In  addition,  the 
legislature  imposed  general  budget  reductions,  which 
many  agencies  met  by  holding  positions  vacant. 

The  1993  legislature  applied  vacancy  savings  rates  of  5 
percent  on  all  non-federally  funded  personal  services,  with 


the  exception  of  the  Montana  University  System  (except 
OCHE)  and  certain  other  positions,  such  as  direct  care 
workers.  The  legislature  also  added  contingency  funds, 
equal  to  10  percent  of  general  fund  and  20  percent  of  other 
funds  vacancy  savings,  to  the  Department  of 
Administration  (DofA).  The  funds  were  for  distribution  to 
agencies  that  did  not  experience  the  anticipated  vacancy 
savings. 

In  the  1997  biennium  the  legislature  included  varying 
vacancy  savings  rates  among  selected  agencies  and 
programs  within  agencies  in  order  to  fund  the  executive 
pay  plan.  A  contingency  fund  of  $500,000  general  fund 
and  $1,000,000  other  funds  was  included. 

In  the  1999  biennium,  the  legislature:  1)  included  a  3 
percent  vacancy  savings  rate  in  most  programs;  and  2) 
funded  a  contingency  fund  of  $2.2  million  general  fund 
and  $1 1.0  million  total  funds.  A  further  discussion  of  the 
pay  plan  is  included  in  the  "Other  Budget  Highlights" 
section  of  this  volume. 

Fixed  Costs 

Agencies  are  charged  fees  (called  fixed  costs)  for  a  variety 
of  services  provided  by  other  state  agencies.  The 
executive  includes  fixed  costs  for  the  following  services: 
DofA  insurance  and  bonds  (2104),  DofA  warrant  writing 
fees  (21 13),  DofA  payroll  service  fees  (21 14),  Legislative 
Auditor  audit  fees  (2122),  DofA  network  fees  (2174), 
messenger  services  (2307),  DofA  rent  (2527),  capitol 
complex  grounds  maintenance  (2770),  and  state  fund  cost 
allocation  pian  (2895).  Fixed  costs  total  $40.9  million 
during  the  1999  biennium. 

Table  2  shows  the  total  fixed  cost  amounts  for  the  1999 
biennium.  Please  note  that  the  table  includes  all  fixed 
costs,  including  those  funded  with  non-budgeted  funds. 

Due  to  the  passage  of  HB  576,  the  agencies  that  pay  the 
costs  receive  an  appropriation  in  HB  2  for  that  purpose. 
However,  the  agencies  providing  the  service  do  not  require 
an  appropriation  and  are  not  included  in  HB  2,  with  the 
exception  of  audit  fees.  Instead,  the  legislature  established 
the  rates  the  providing  programs  may  charge.     Each 
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function  and  rate  is  discussed  in  the  relevant  program  in 
the  "Appropriations  by  Agency  and  Program"  section  of 
volumes  1  and  2. 

Insurance  and  Bonds 

The  Risk  Management  and  Tort  Defense  (RMTD) 
Division  of  the  DofA  collects  premiums  from  state 
agencies  for:  1)  administration  of  the  self-insurance 
program,  which  provides  state  agencies  with  general 
liability  and  automobile  coverage;  and  2)  purchase  of 
commercial  policies  for  state  agency  property,  aircraft, 
and  other  risk  coverage.  Costs  are  allocated  to  agencies 
based  on  actual  loss  experience,  and  inherent  exposure. 

Warrant  Writing  Fees 

DofA  provides  warrant  writing  and  direct  deposit  services 
for  agency  financial  transactions.  The  costs  of  these 
services  are  allocated  to  agencies  based  on  utilization  of 
the  various  types  of  financial  transactions. 

Payroll  Service  Fees 

The  State  Payroll  program  in  DofA  prepares  and 
distributes  payroll  for  all  state  agencies  and  operates  the 
state  payroll,  personnel,  and  position  control  (PPP) 
system.  Costs  of  these  services  are  allocated  to  agencies 
based  on  the  number  of  paychecks  issued  for  each  agency 
each  year. 

Data  Network  Services 

The  Information  Services  Division  (ISD)  of  DofA  charges 
agencies  for  the  technology  network  that  allows  agency 
personal  computers  to  be  attached  to  the  state  mainframe 
and,  via  the  mainframe,  to  other  agency  computers.  Costs 
of  this  service  are  allocated  to  agencies  based  on  the 
projected  number  of  personal  computers  connected  to  the 
network  each  year,  utilizing  the  fixed  monthly  rate  per 
computer  to  determine  the  overall  agency  charge. 


Table  3 

Inflation/Deflation  Factors, 

1999  biennium 

For  Application  to  FY96  Base 

Expenditure 

Inflation 

Factors 

Code            Expenditure  Category 

FY98 

FY99 

Energy  Related  Items 

2216  Gasoline 

1.071 

1.117 

2242  Diesel  Fuel 

1.071 

1.117 

2297  Propane  Vehicle  Fuel 

1.071 

1.117 

2601  Electricity 

MDC  Service  Area 

1.000 

1.000 

MPC  Service  Area 

1.058 

1.058 

2603  Natural  Gas 

MDC  Service  Area 

1.050 

1.074 

MPC  Service  Area 

1.050 

1.074 

2604  Laboratory  Gas 

1.071 

1.117 

2607  Propane 

1.071 

1.117 

2724  Oil 

1.071 

1.117 

2731  Paint-Buildings 

1.071 

1.117 

2732  Paint-Traffic  Line 

1.071 

1.117 

2738  Road  Oil 

1.071 

1.117 

2742  Oil  Mixed  Materials 

1.071 

1.117 

Food  Related  Items 

2117  Board  &  Room 

1.049 

1.067 

2145  Food  Services  Expense 

1.049 

1.067 

2205  Food 

1.049 

1.067 

2251  Meat 

1.049 

1.067 

2252  Dairy 

1.049 

1.067 

2253  Produce 

1.049 

1.067 

2254  Bakery 

1.049 

1.067 

2264  Grocery 

1.049 

1.067 

2275  Poultry 

1.049 

1.067 

2278  Beverages 

1.049 

1.067 

2279  Red  Meat 

1.049 

1.067 

2288  Canned  Goods 

1.049 

1.067 

2289  Staples 

1.049 

1.067 

2291  Sea  Foods 

1.049 

1.067 

2292  Pork 

1.049 

1.067 

Proprietary  Rate  Items 

2172  Computer  Processing/Do£A 

0.670 

0.540 

2370  Telephone  Equip  Charge/DofA 

0.730 

0.730 

2304  Postage  and  Mailing 

1.030 

1.030 

2385  Long  Distance  Charge/DofA 

0.900 

0.900 

2190  Printing/P&G 

1.000 

1.000 

2193  Photocopy  Pool  Services 

1.120 

1.120 

2194  SBASO.E&E 

0.670 

0.540 

2404  In-State  Motor  Pool 

1.274 

1.207 

Medical  Items 

1.056 

1.090 

2106  Lab  Testing 

2116  Medical  Services 

1.056 

1.090 

2118  Medical  Services 

1.056 

1.090 

2119  Dentistry 

1.056 

1.090 

2170  Prescription  Services 

1.056 

1.090 

2208  Lab  Equip  &  Supplies 

1.056 

1.090 

2209  Medical  &  Hospital  Supplies 

1.056 

1.090 

2222  Drugs 

1.056 

1.090 

2265  Misc  Medications 

1.056 

1.090 
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Messenger  Service 

The  Mail  and  Distribution  program  in  DofA  charges  state 
agencies  for  inter-agency  mail  pick-up  and  delivery 
services.  Costs  of  these  services  are  allocated  to  agencies 
based  on  the  volume  of  mail  generated  by,  and  number  of 
daily  deliveries  to,  each  agency. 

Rent 

The  General  Services  Division  (GSD)  of  DofA  charges 
rent  to  state  agencies  for  costs  of  maintaining  office  and 
warehouse  space  in  buildings  GSD  manages  in  the  capitol 
complex  (including  utility  costs,  security,  janitorial 
services,  mechanical  maintenance,  and  minor  maintenance 
such  as  painting,  lighting,  carpeting,  etc.).  Warehouse 
costs  are  allocated  to  agencies  based  on  the  amount  of 
square  footage  of  office  warehouse  space  occupied  and  a 
fixed  rate  per  square  foot. 

Audit  Fees 

The  Legislative  Audit  Division  charges  agencies  for  costs 
of  financial  compliance  audits.  These  charges  are 
included  in  agency  budgets  as  biennial  appropriations  and 
allocated  according  to  the  estimated  number  of  billable 
hours  for  each  agency  audit. 

Grounds  Maintenance 


Operating  costs  of  the  following  programs  are  partially 
recovered  through  SFCAP  collections:  State  Personnel  and 
the  Accounting  and  Management  Support  Divisions  of 
DofA;  and  the  Office  of  Budget  and  Program  Planning  in 
the  Governor's  Office.  Costs  are  allocated  to  agencies 
based  on  the  following:  a)  State  Personnel  -  the  number  of 
FTE  appropriated  and  classified,  and  the  number  of 
negotiated  labor  contracts;  b)  Accounting  and 
Management  Support  -  the  number  of  SBAS  and  cash 
transactions,  and  actual  expenditures;  and  c)  OBPP  -  the 
number  of  FTE  and  budgeted  fund  expenditures. 

Inflation/Deflation  Factors 

The  1999  biennium  agency  budgets  do  not  include  a 
general  inflation  factor  for  all  operating  expenses.  Instead 
the  legislature  applied  inflation  (or  deflation)  factors  to 
ongoing  specific  expenditure  items. 

Table  3  shows  the  inflation  factors  used  by  the  legislature. 
Following  the  table  is  a  summary  of  the  data  used  in 
preparing  the  inflation/deflation  factors. 

The  impact  of  applying  inflation  factors  was  a  reduction 
in  present  law  costs  of  $1.0  million.  While  most  items 
were  inflated,  items  associated  with  computer  processing 
and  telephone  expenditures  were  deflated. 

Indexes  Chosen 


The  Parks  Division  of  FWP  charges  state  agencies  for 
grounds  maintenance  and  snow  removal  at  capitol 
complex  buildings.  Costs  of  these  services  are  allocated 
based  on  the  amount  of  office  space  square  footage 
occupied  by  each  agency. 

State  Fund  Cost  Allocation  Plan  (SFCAP) 

DofA  administers  the  SFCAP,  which  charges  non-general 
fund  agencies  and/or  programs  for  operating  costs  of  state 
government  that  cannot  easily  be  identified  with  particular 
funding  sources.  These  collections  are  deposited  to  the 
general  fund  to  offset  a  portion  of  programs'  costs. 


The  indexes  consulted  in  formulating  inflation  factors 
include  the  Consumer  Price  Index  (CPI)  for  urban 
consumers  and  the  Implicit  Price  Deflator  (IPD).  The 
factors  were  those  published  by  Wharton  Econometrics 
Forecasting  Associates.  Inflation  factors  for  state 
expenditures  on  electricity  and  natural  gas  were  derived 
from  consultation  with  Montana  Power  Company  (MPC) 
and  Montana  Dakota  Utilities  (MDU).  Inflation  factors 
for  items  associated  with  the  Information  Services 
Division  (ISD)  were  derived  from  consultation  with  ISD 
personnel.  The  inflation  factors  for  energy  related  items 
utilized  the  IPD  index,  which  measures  the  change  in 
prices  of  goods  and  services  included  in  the  Gross 
Domestic  Product  of  the  U.S.  The  inflation  factors  for 
food  related   items  utilized  the  CPI,  which  measures 
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changes  in  prices  for  a  fixed  basket  of  goods  traded  in  the 
U.S.  relative  to  prices  traded  in  a  base  year.  The  inflation 
factors  for  medical  items  utilized  the  CPI. 

ISP  Computer  and  Telephone  Costs 

Prices  charged  to  state  agencies  and  other  users  of  state 
computer  and  telephone  services  during  the  1999 
biennium  were  calculated  so  as  to  leave  no  more  than  a  45 
day  working  capital  reserve. 

Computer  processing  rates  charged  by  ISD  will  continue 
to  decline  during  the  1999  biennium.  Mainframe 
computer  processing  costs  will  be  reduced  by  33  percent 
below  fiscal  1996  rates  in  fiscal  1998  and  46  percent 
below  fiscal  1996  rates  in  fiscal  1999.  These  reductions 
are  due  to  technical  enhancements  that  improve 
price/performance  utilization,  both  of  which  drive  down 
the  cost  of  processing. 


Rates  also  decrease  for  Department  of  Administration 
(DofA)-owned  telephone  equipment  charges  and  DofA 
long-distance  service.  Equipment  charges  fall  by  27 
percent  in  fiscal  1998  and  then  are  constant  in  fiscal  1999. 
This  will  occur  due  to  reduced  equipment  recovery  costs 
and  increased  utilization  of  modems  and  facsimile 
machines.  Long  distance  rates  decline  by  10  percent  in 
fiscal  1998  and  then  are  constant  in  fiscal  1999  due  to 
increased  volume  of  calls. 

Publication  and  Graphics 

DofA  will  hold  Publication  and  Graphics  printing  rates 
constant  in  fiscal  1998  and  in  fiscal  1999.  Photocopy  pool 
rates  are  expected  to  increase  by  12  percent  in  fiscal  1998 
and  remain  at  that  level  for  fiscal  1999. 


Cost  increases  are  driven  by  anticipated  costs  of  printing, 
paper,  and  copying  supplies.  The  photocopy  pool  price 
increases  reflect  vendor  contract  prices  for  providing  copy 
machines  and  service.  A  new  photocopy  pool  contract  is 
expected  to  begin  in  fiscal  1998. 

Postage  and  Mailing 

Central  mail  rates  increase  3  percent  in  fiscal  1998  and 
then  are  constant  in  fiscal  1999.  There  are  no  expected 
increases  in  U.S.  postal  rates  during  the  1999  biennium. 

Utilities 

Inflation  rates  for  electricity  and  natural  gas  were  based  on 
surveys  of  MPC  and  MDU.  MPC  projects  that  rates  for 
electricity  will  be  5.8  percent  higher  in  fiscal  1998  and 
fiscal  1999  than  in  fiscal  1996.  MDU  projects  electricity 
rates  will  be  equal  to  those  prevailing  in  fiscal  1996. 

Staff  at  both  MPC  and  MDU  anticipate  natural  gas  rates 
will  increase  5  percent  in  fiscal  1998  and  7.4  percent  in 
fiscal  1999  compared  with  fiscal  1996.  Natural  gas  prices 
nationally  increased  dramatically  in  the  winter  of  1996. 
They  are  expected  to  decline  to  more  normal  levels  in  the 
next  two  years.  Year-to-year  increases  are  expected  to 
resume  from  1997  through  1999. 

Travel 

The  Department  of  Transportation  plans  to  increase  motor 
pool  rates  by  27.4  percent  in  fiscal  1998  and  then  reduce 
these  rates  somewhat  in  fiscal  1999.  The  DOT  plans  to 
double  its  fleet  size  and  lease  vehicles  to  agencies  which 
currently  purchase  their  own  vehicles.  The  increase  in 
rates  in  fiscal  1998  reflects  the  increased  debt  service 
commitment  associated  with  the  vehicle  purchase. 
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The  following  series  of  tables  provide,  by  fund 
type,  a  comparison  of  the  1997  and  1999 
biennium  agency  budgets.  The  1997  biennium 
budget  is  comprised  of  the  adjusted  base  fiscal 
1996  actual  expenditures  and  the  fiscal  1997 
appropriated  levels.  The  1999  biennium  budget 
figures  are  as  appropriated  by  the  legislature  in 
HB  2  and  HB  47.  Each  fiscal  year  budget  is 
shown,  as  well  as  combined  biennium  budgets  and 
the  biennial  difference.  The  final  table  shows  the 
agency  comparison  for  all  funds.  The  numbers 
reported  in  the  tables  do  not  include  any  other 
appropriations  bills,  including  the  pay  plan  bill. 

General  Fund 

As  defined  in  section  17-7-102,  MCA,  the  general 
fund  "accounts  for  all  financial  resources  except 


those  required  to  be  accounted  for  in  another 
fund."  The  general  fund  is  used  to  fund  the 
general  operations  of  state  government. 

Over  75  percent  of  the  increase  in  general  fund  of 
$93.1  million  (5.0  percent)  is  attributable  to  two 
areas:  1)  corrections,  which  increases  $48.5 
million;  and  2)  public  schools,  which  increases 
$24.6  million.  The  increase  in  corrections  is 
primarily  in  response  to  an  estimated  rapid  growth 
in  the  number  of  adult  male  offenders  and 
corresponding  increases  for  regional  jails,  private 
facilities,  and  probation/parole  officers;  as  well  as 
additional  security  and  treatment  at  Montana  State 
Prison.  The  increase  in  public  schools  is  largely 
attributable  to  a  1  percent  per  year  increase  in  the 
BASE  aid  schedules,  a  one-time  appropriation  for 
technology  acquisitions,  and  property  tax 
mitigation. 


(jt.-ncr.il 

Fund  Comparison 

97  Biennium  Versus  Legislative  B 

udget  99  Biennium 

Adjusted 

Adjusted 

lotal 

lotal 

Total 

lotal 

Ditlcreocc 

*  l hangc 

Agcy 

Expenditures 

Aulhonied 

Leg.  Budget 

Leg.  Budget 

Adjusted 

Leg    Budget 

99  Biennium 

97  Biennium 

Code                Agcn.y  Name 

Fiscal  1996 

Fiscal  1997 

Fiscal  1998 

Fiscal  1999 

Fiscal  9697 

Fiscal  98-99 

-  97  Biennium 

99  Biennium 

1 104  Legislative  Branch 

4.791.976 

5.550.093 

5.401.703 

5.975.556 

10.342.069 

11.377.259 

1.035.190 

loots 

1112  Consumer  Counsel 

21 10  Judiciary 

6.053.315 

6.174.140 

6.972.741 

6.913.517 

12.227.455 

13.886.258 

1.658.803 

13.57* 

2115  Montana  Chiropractic  Legal  Panel 

3101  Governors  Office 

2.540.997 

2.727.103 

2.791.942 

2.801.088 

5.268.100 

5.593.030 

324.930 

6.17* 

3201  Secretary  of  Slates  Office 

38.246 

38.246 

(38.2461 

-100  00* 

3202  Commissioner  of  Political  Practices 

276.756 

352.016 

276.020 

275.405 

628.772 

551.425 

(77.3471 

■12  30* 

3401  Stale  Auditors  Office 

2.093.042 

2.172.388 

2.278.308 

2.219.784 

4.265.430 

4.498.092 

232.662 

5.45* 

3701  Office  of  Public  Instruction 

459.224.542 

469.664.642 

480.074.235 

473.446.351 

921.889.184 

953.520.586 

24.631.402 

2.65* 

4107  Crime  Control  Division 

2.057.201 

2.216.787 

2. III. 544 

2. 116.583 

4.273.988 

4.228.127 

(45.8611 

-1.07* 

4110  Department  of  Justice 

14.644.745 

15.889.844 

17.844.281 

17.686.468 

30.534.589 

35.530.749 

4.996.160 

16.36* 

4201  Public  Service  Regulation 

5100  Montana  University  System 

I07.624.0SI 

113.464.109 

111.906.798 

112.096.452 

221.088.160 

224.003.250 

2.915.090 

1.32* 

5101  Board  of  Public  Education 

117.274 

119.968 

121.628 

120.178 

237.242 

241.806 

4.564 

1.921 

5113  School  for  the  Deaf  A  Blind 

2.915.309 

2.955.701 

3.073.214 

2,908.675 

5.871.010 

5.981.889 

110.879 

1.89* 

5114  Montana  Arts  Council 

132.018 

115.874 

237.126 

218.932 

247.892 

456.058 

208.166 

83.97* 

5115  Library  Commission 

1.394.754 

1.454.342 

1.577.489 

1.514.832 

2.849.096 

3.092.321 

243.225 

8  54* 

5116  Advisory  Council  for  Vocational  Education 

5117  Historical  Society 

1.363.463 

1.392.525 

1.450.283 

1.431. 191 

2.755.988 

2.881.474 

125.416 

4  55* 

5201  Department  of  Fish.  Wildlife  at  Parks 

407.592 

409.931 

416.574 

412.520 

817.523 

829.094 

11.571 

1  42* 

5301  Department  of  Environmental  Quality 

1.559.309 

1.836.246 

2.510.555 

2.553.518 

3.395.555 

5.064.073 

1. 668, 518 

49  14* 

5401  Deparlmenl  of  Transportation 

249,800 

250.000 

250.000 

250.000 

499.800 

500.000 

200 

0  04* 

5603  Department  of  Livestock 

409.513 

497.092 

535.019 

540.712 

906.605 

1.075.731 

169.126 

18  65* 

5706  Department  of  Natural  Resources  St  Conservation 

13.232.665 

13.330.001 

13.198.343 

12.951.605 

26.562.666 

26.149.948 

1412.718) 

-1  55* 

5801  Department  of  Revenue 

22.349.230 

23.208.998 

25  188.411 

24.315.575 

45.558.228 

49.503.986 

3.945.758 

8  66* 

6101  Department  of  Administration 

3.108.874 

3.271.732 

3. 859.761 

5.480.258 

6.380.606 

9.340.019 

2.959,413 

46.381 

6102  Appellate  Defender  Commission 

101.178 

104.129 

155.116 

161.409 

205.307 

316.525 

111.218 

54  17* 

6104  Public  Employees  Retirement  Board 

6105  Teachers  Retirement  Board 

6107  Long-Range  Building 

6201  Deparlmenl  of  Agriculture 

397.967 

476.273 

508.067 

495.157 

874.240 

1.003.224 

128.984 

14.75* 

6401  Department  of  Corrections 

52.136.141 

53.783.837 

73.193.589 

81.207.659 

105.919.978 

134.401.248 

41.481.270 

45.771 

6501  Department  of  Commerce 

1.637.721 

1.673.421 

1.762.963 

1.766.504 

3.311.142 

3.5:9,467 

218.325 

6  591 

6602  Department  of  Labor  St  Industry 

1.248.752 

1.270.842 

1.282.020 

1.246.927 

2.519.594 

2.528.947 

9  353 

0  371 

6701  Department  of  Military  Affairs 

2.066.463 

2.130.330 

2.335.037 

2.313.371 

4.216.793 

4.648.408 

431.615 

10  241 

6901  Deparlmenl  of  Public  Health  St  Human  Services 

215.083.297 

M:. 229.798 

222.077.027 

224.257.924 

447.313.095 

446.334.951 

(978.1441 

-0  221 

Totals 

S919.2I7.945 

S958. 780.408 

$983,389,794 

S987.678.I5I 

Sl.877.998.353 

SI. 971.067. 945 

J93.069.592 

4  961 
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AGENCY  BUDGET  COMPARISONS  BY  FUND 


State  Special  Revenue 

As  defined  in  section  17-7-102,  MCA,  the  state 
special  fund  "consists  of  money  from  state  and 
other  nonfederal  sources  deposited  in  the  state 
treasury  that  is  earmarked  for  the  purposes  of 
defraying  particular  costs  of  an  agency,  program, 
or  function  of  state  government  and  money  from 
other  non-state  or  nonfederal  sources  that  is 
restricted  by  law  or  by  the  terms  of  an  agreement, 
such  as  a  contract,  trust  agreement,  or  donation." 

State  special  revenue  shows  the  largest  increase  of 
any  revenue  source,  both  in  total  dollars  ($124.0 
million)  and  as  a  percentage  over  1997  biennium 
costs  (15.4  percent).  Of  this  increase,  about  $18.0 
million  is  authority  only  in  the  Department  of 


Public  Health  and  Human  Services  for  the  Mental 
Health  Access  Plan  (MHAP).  If  this  authority  is 
factored  out,  the  increase  would  be  about  $106.0 
million,  or  13.2  percent. 

Taken  in  total,  approximately  85  percent  of  the 
$124.0  million  increase  in  state  special  revenue  is 
attributable  to  four  factors:  1)  $41.3  million  to  the 
Montana  University  System  for  increased  tuition 
and  millage;  2)  $36.4  million  in  fuel  tax  revenues 
to  the  Department  of  Transportation  due  to 
increased  program  costs;  3)  $19.0  million  to  the 
Department  of  Public  Health  and  Human 
Services,  including  the  $18.0  million  in  increased 
MHAP  authority;  and  4)  $8.2  million  in  various 
state  special  revenue  sources  in  the  Department  of 
Fish,  Wildlife,  and  Parks. 


State 

Special  Revenue  Fund 

Comparison 

97  Biennium  Versus  Legislative  Budget  99  Biennium 

Adjusted 

Adjusted 

Total 

TOM 

Total 

Total 

Difference 

%  Change 

Agcy 

Expenditures 

Authorized 

Leg.  Budget 

Leg  Budget 

Adjusted 

Leg.  Budget 

99  Biennium 

97  Biennium 

Code               Agency  Name 

Fiscal  1996 

Fiscal  1997 

Fiscal  1998 

Fiscal  1999 

Fiscal  96-97 

Fiscal  98-99 

-97  Biennium 

99  Biennium 

1 104  Legislative  Branch 

2.035,802 

1.837.604 

2.222.100 

1.647.500 

3.873.406 

3.869,600 

(3.806) 

-0.10% 

1112  Consumer  Counsel 

816.814 

1.054.624 

1.012.977 

1.029,735 

1.871.438 

2.042.712 

171,274 

9.15% 

21 10  Judiciary 

1.103.958 

1,525.260 

1,612,922 

1.614. 128 

2.629,218 

3.227.050 

597.832 

22.74% 

21  15  Montana  Chiropractic  Legal  Panel 

13.797 

14.000 

14,000 

14.010 

27.797 

28.010 

213 

0.77% 

3101  Governors  Office 

171.495 

218.750 

277,036 

280.102 

390.245 

557,138 

166,893 

42.77% 

3201  Secretary  of  States  Office 

3202  Commissioner  of  Political  Practices 

3401  State  Auditors  Office 

491.109 

506.615 

739,884 

774.217 

997.724 

1.514.101 

516.377 

51.76% 

3501  Office  of  Public  Instruction 

1.298.150 

463.934 

1.386.814 

1.385.528 

1,762.084 

2.772.342 

1.010,258 

57.33% 

4107  Crime  Control  Division 

41 10  Department  of  Justice 

18.453.774 

18.760,285 

18.933.878 

19.036.476 

37,214.059 

37.970.354 

756.295 

2.03% 

4201  Public  Service  Regulation 

2.010. 118 

2.154.440 

2.482.871 

2.728.282 

4,164.558 

5.211.153 

1.046.595 

25.13% 

5100  Montana  University  System 

96.663.497 

108.009,998 

118.830.956 

127.115.262 

204.673.495 

245.946.218 

41.272.723 

20.17% 

5101  Board  of  Public  Education 

130.425 

176,395 

176.028 

174.885 

306.820 

350,913 

44.093 

14.37% 

5113  School  for  the  Deafi  Blind 

272.854 

289.087 

220.189 

220.576 

56 1 .94 1 

440,765 

(121.176) 

•21.56% 

51  14  Montana  Arts  Council 

132.480 

169.746 

116,978 

121.391 

302.226 

238,369 

(63.857) 

-21.13% 

5115  Library  Commission 

611.752 

736.904 

870.912 

733.887 

1.348.656 

1.604,799 

256.143 

1899% 

5116  Advisory  Council  for  Vocational  Education 

5117  Historical  Society 

128.068 

155.580 

203.974 

195,286 

283.648 

399.260 

115.612 

40.76% 

5201  Department  of  Fish.  Wildlife  &  Parks 

24.754.426 

27.401.221 

31,847,889 

28,469.779 

52.155.647 

60,317.668 

8,162.021 

15.65% 

5301  Department  of  Environmental  Quality 

10.654.098 

12.970.251 

15,401.658 

13.145.169 

23.624.349 

28.546.827 

4.922.478 

20.84% 

5401  Department  of  Transportation 

135.726.710 

161.649.532 

167.611.830 

166.191.771 

297.376.242 

333.803.601 

36.427.359 

12.25% 

5603  Department  of  Livestock 

5.246.333 

5.311.763 

5,948.725 

5.868.062 

10,558.096 

11.816.787 

1,258.691 

11.92% 

5706  Department  of  Natural  Resources  &  Conservation 

9.749,885 

10.345.018 

12.961.560 

12.489.784 

20.094,903 

25.451.344 

5,356,441 

26  66% 

5801  Department  of  Revenue 

810.035 

784.546 

296.393 

275.736 

1.594.581 

572.129 

(1.022.452) 

-64.12% 

6101  Department  of  Administration 

760.895 

880.167 

923.814 

932.376 

1.641.062 

1.856.190 

215.128 

13.11% 

6102  Appellate  Defender  Commission 

6104  Public  Employees  Retirement  Board 

6105  Teachers  Retirement  Board 

6107  Long-Range  Building 

6201  Department  of  Agriculture 

6.417.112 

7.297.943 

7.641,676 

7,609.165 

13.715,055 

15.250.841 

1,535.786 

1 1 .20% 

6401  Department  of  Corrections 

1.403.509 

1.415,012 

1,336.303 

1.335.033 

2,818,521 

2.671,336 

(147,185) 

-5.22% 

6501  Department  of  Commerce 

9.644.348 

9.851.336 

11.762.856 

11.068.715 

19.495.684 

22,831.571 

3,335.887 

17.11% 

6602  Department  of  Labor  &  Industry 

9.710.997 

12.268.608 

10.785.091 

10.162,033 

21,979,605 

20.947.124 

(1.032.481) 

-4.70% 

6701  Department  of  Military  Affairs 

64.550 

77,291 

122.344 

183.602 

141.841 

305,946 

164.105 

115.70% 

6901  Department  of  Public  Health  &  Human  Services 

28.305.776 

50.230.599 

48.462.881 

49.113.192 

78.536.375 

97,576.073 

19.039.698 

24.24% 

Totals 

$367,582,767 

$436,556,509 

$464,204,539 

$463,915,682 

$804,139,276 

$928,120,221 

$123,980,945 

15.42% 
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AGENCY  BUDGET  COMPARISONS  BY  FUND 


Federal  Special  Funds 

As  defined  in  section  17-7-102,  MCA,  the  federal 
special  fund  "consists  of  money  deposited  in  the 
treasury  from  federal  sources,  including  trust 
income,  that  is  used  for  the  operation  of  state 
government." 

Federal  funds  show  an  increase  of  4.4  percent, 
which  is  significantly  below  prior  increases  (e.g., 
25  percent  in  the  1997  biennium).  While  federal 
funds  are  a  significant  part  of  the  budgets  of  many 
agencies,  total  federal  funds  are  dominated  by 
appropriations  to  two  agencies:  1)  Public  Health 
and  Human  Services  (PHHS);  and  2)  the  Montana 
Department  of  Transportation  (MDT).  The  lower 
increase  in  federal  funds  is  primarily  attributable 
to  two  factors:  1 )  a  lower  growth  rate  in  PHHS 


than  in  prior  years,  primarily  due  to  lower 
Medicaid  growth;  and  2)  a  reduction  in  total 
federal  funds  in  MDT,  primarily  due  to  a  change 
in  the  methodology  by  which  federal 
appropriations  were  determined  and  a  change  in 
the  construction  mix.  Among  the  increases,  the 
most  significant  are: 

1)  $77.9  million  in  PHHS  due  primarily  to 
Medicaid,  child  care,  and  foster  care  cost 
increases; 

2)  $12.4  million  in  the  Office  of  Public 
Instruction  for  increased  federal  aid  to  schools; 
and 

3)  $10.7  million  to  the  Department  of  Commerce, 
primarily  for  federal  economic  development 
activities  and  grants. 


Federal  Special  Revenue  Fund  Comparison 

97  Biennium  Versus  Legislative  B 

udget  99  Biennium 

Adjusted 

Adjusted 

Total 

Total 

Total 

Total 

Difference 

%  Change 

Agcy 

Expenditures 

Authorized 

Leg    Budget 

Leg    Budget 

Adjusted 

Leg    Budget 

99  Biennium 

97  Biennium 

Code               Agency  Nime 

Fiscal  1996 

Fiscal  1997 

Fiscal  1998 

Fiscal  1999 

Fiscal  96  97 

Fiscal  9899 

-  97  Biennium 

99  Biennium 

21  10  Judiciiry 

85.959 

110.000 

108.725 

108.725 

195.959 

217.450 

21.491 

1097% 

1101  Governors  Office 

136.890 

192.608 

15.000 

15.000 

329.498 

30.000 

(299.498) 

•90  90% 

3501  Office  of  Public  Instruction 

63.620.318 

66.527.585 

71.265.390 

71,254.972 

110.147.903 

142.520.362 

12.372.459 

9  51% 

410"*  Crime  Control  Division 

3.939.041 

5,741.854 

8.179.564 

6.929.104 

9.680.895 

15.108.668 

5.427.773 

56  07% 

41  10  Department  of  Justice 

1.785.425 

2.595.536 

2.026.547 

1.997.928 

4.380.961 

4.024.475 

(356.486) 

-8  14% 

4201  Public  Service  Regulation 

15.496 

26.763 

26.250 

26.372 

42.259 

S2.622 

10.363 

24.52% 

5100  Montana  University  System 

13.002.049 

1S.600.926 

13.453,656 

13.564.593 

28.602.975 

27.018.249 

11.584.726) 

•5.54% 

5 1 1 3  School  for  the  Deaf  «  niinj 

82.056 

71.539 

82.056 

82.056 

153.595 

164.112 

10.517 

685% 

5114  Montana  Am  Council 

436.934 

543.776 

436.900 

437.955 

980.710 

874.855 

IIOS.85S) 

•1079% 

5115  Library  Commission 

785.464 

1.271. 165 

1. 142.218 

1.117.004 

2.056.629 

2.259.222 

202.593 

9  85% 

5116  Advisory  Council  for  Vocational  Education 

158.576 

173.514 

332.090 

(132.0901 

•100  00% 

51  17  Historical  Society 

498.993 

620.116 

669.534 

660.749 

1. 119. 109 

1.330.283 

211.174 

1887% 

5201  Department  of  Fish.  Wildlife  &  Parks 

7.928.506 

8.689.910 

11.653.124 

10.640.129 

16.618  416 

22.293.253 

5.674,837 

34.13% 

5301  Department  of  Environmental  Quality 

13.506.641 

13,703.811 

13.108.856 

13.075.806 

27.210.452 

26.184.662 

(1.025.7901 

•3  77% 

5401   Department  of  Transportation 

170.227.548 

224,400.412 

183.282.688 

163.770.267 

394.627.960 

147.052.955 

(47.575.005) 

•1206% 

5603  Department  of  Livestock 

323.786 

348.370 

400.345 

404.346 

672.156 

804.691 

132.535 

19.72% 

5706  Department  of  Natural  Resources  A  Conservation 

1.072.640 

1.139.682 

2.833.781 

2.827.715 

2.212.322 

5.661.496 

3.449.174 

15591% 

5801  Department  of  Revenue 

226.068 

243.273 

713.176 

408.598 

469.341 

1.121.774 

652.433 

13901% 

6201  Department  of  Agriculture 

430.976 

593.601 

743.547 

797.775 

1.024.577 

1.541.322 

516.745 

50  43% 

6401  Department  of  Corrections 

492.592 

577.593 

506.344 

503.553 

1.070.185 

1.009.897 

160.288) 

•5  63% 

6501  Department  of  Commerce 

25.129.108 

32.647.837 

33.437.555 

3S  .032.340 

57.776.945 

68  469.893 

10.692.950 

18  51% 

6602  Department  of  Labor  &  Industry 

25.468.883 

29.166.012 

28.954.713 

29.255  948 

54.634.893 

58.210.661 

3.575.766 

654% 

6701  Department  of  Military  Affairs 

4.589.726 

4.783.882 

5.666.810 

5.723.796 

9.373.608 

1 1 .390.606 

2.016.998 

21  52% 

6901  Department  of  Public  Health  &  Human  Services 

426.618.091 

463.467.184 

475.527.892 

492.474,499 

890.085.275 

968.002.391 

77.917.116 

8  75% 

Totals 

1760.561.766 

$873,236,949 

J854.247.6S4 

S8SI.I22.3SI 

Sl.633.798.715 

S1.705 .370.005 

S7I.S7I.290 

4  38% 
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AGENCY  BUDGET  COMPARISONS  BY  FUND 


Proprietary  Funds 

As  defined  in  section  1 7-7- 1 02,  MCA,  proprietary 
funds  are  either  enterprise  or  internal  service 
funds.  Enterprise  funds  "account  for  operations: 
a)  that  are  financed  and  operated  in  a  manner 
similar  to  private  business  enterprises  whenever 
the  intent  of  the  legislature  is  that  costs  (i.e., 
expenses,  including  depreciation)  of  providing 
goods  or  services  to  the  general  public  on  a 
continuing  basis  are  to  be  financed  or  recovered 
primarily  through  user  charges;  or  b)  whenever 
the  legislature  has  decided  that  periodic 
determination  of  revenue  earned,  expenses 
incurred,  or  net  income  is  appropriate  for  capital 
maintenance,  public  policy,  management  control, 
accountability,  or  other  purposes."  Internal 
service  funds  "account  for  the  financing  of  goods 
or  services  provided  by  one  department  or  agency 
to  other  departments  or  agencies  of  state 
government  or  to  other  governmental  entities  on 
a  cost-reimbursed  basis." 


Proprietary  funds  show  a  17.4  percent  decrease. 
However,  this  decrease  is  misleading  in  that  a 
significant  portion  represents  a  change  in  status  of 
certain  proprietary  funds  from  budgeted  to  non- 
budgeted.  The  1995  legislature  passed  legislation 
that  remove  the  requirement  that  most  proprietary 
funds  be  appropriated.  Two  functions  in  the 
Department  of  Administration,  warrant  writing 
and  network  support  unit,  remained  on  budget  in 
the  1997  biennium,  but  are  taken  off-budget  by 
the  legislature  in  the  1999  biennium.  In  addition, 
a  funding  switch  in  the  Department  of  Revenue 
from  liquor  enterprise  funds  to  the  general  fund 
was  made.  (This  switch  has  no  impact  on  general 
fund,  as  those  formerly  appropriated  liquor 
enterprise  fund  revenues  will  now  be  deposited  in 
the  general  fund.)  If  these  factors  are  taken  out  of 
consideration,  proprietary  funds  actually  show  an 
increase  of  $0.9  million,  primarily  due  to 
increased  legal  services  authority  in  the 
Department  of  Justice  and  benefits  for  certain 
workers  with  uninsured  employers  in  the 
Department  of  Labor  and  Industry. 


Proprietary 

Fund  Comparison 

97  Biennium  Versus  Legislative  Budget  99  Biennium 

Adjusted 

Adjusted 

Total 

Total 

Total 

Total 

Difference 

%  Change 

Agcy 

Expenditures 

Authorized 

Leg   Budget 

Leg.  Budget 

Adjusted 

Leg    Budget 

99  Biennium 

97  Biennium 

Code              Agency  Name 

Fiscal  1996 

Fiscal  1997 

Fiscal  1998 

Fiscal  1999 

Fiscal  96-97 

Fiscal  98  99 

-  97  Biennium 

99  Biennium 

41 10  Departmenl  of  Justice 

9.137 

8.512 

134.804 

135.506 

17.649 

270.310 

252.661 

1431.59% 

5100  Montana  University  System 

942,905 

964.336 

1.000.695 

995.821 

1.907.241 

1,996.516 

89.275 

4.68% 

5117  Historical  Society 

696.295 

752.031 

752.986 

746.732 

1.448.326 

1.499.718 

51.392 

3.55% 

5201  Department  of  Fish.  Wildlife  *  Parks 

1 

1.942 

1 

1.942 

1.941 

194100.00% 

5801  Department  of  Revenue 

375.976 

348.871 

724.847 

(724,847) 

-100.00% 

6101  Department  of  Administration 

818.571 

842.680 

36.486 

8 1 .860 

1.661.251 

118.346 

(1.542.9051 

•92.88% 

6201  Department  of  Agriculture 

212.660 

238.590 

240.019 

241.217 

451.250 

481.236 

29.986 

6.65% 

6401  Department  of  Corrections 

376.495 

828.025 

395.003 

391.869 

1.204.520 

786.872 

(417.648) 

■34.67% 

6602  Department  of  Labor  &.  Industry 

507.822 

668.794 

967.172 

94 1 .675 

1.176.616 

1.908,847 

732.231 

62.23% 

Totals 

$3,939,862 

$4.65 1.839 

$3,527,165 

$3,570,148 

$8,591,701 

$7,097,313 

($1,494,388) 

•  17.39% 
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Other  Funds 

Other  funds  include  capital  projects  and  fiduciary 
funds.  As  defined  in  17-7-102,  MCA,  the  capital 
projects  fund  "accounts  for  financial  resources  to 
be  used  for  the  acquisition  or  construction  of 
major  capital  facilities,  other  than  those  financed 
by  proprietary  funds  or  trust  funds."  The 
fiduciary  funds  include  "trust  and  agency  fund 
types  used  to  account  for  assets  held  by  state 
government  in  a  trustee  capacity  or  as  an  agent  for 
individuals,  private  organizations,  other 
governmental  entities,  or  other  funds.  These 
include  the:  a)  expendable  trust  fund  type;  b)  the 
non-expendable  trust  fund  type;  c)  pension  trust 
fund  type;  and  d)  agency  fund  type." 


Comparison  tables  are  provided  below  for  the 
capital  projects  funds,  the  expendable  trust  fund, 
and  the  non-expendable/pension  trust  funds.  The 
increase  in  capital  projects  funds  is  due  to  an 
increase  in  funds  for  major  maintenance  of 
buildings  in  the  capitol  complex.  The  increase  in 
expendable  trust  funds  is  because  all  nongeneral 
fund  sources  for  the  personal  services  contingency 
fund  are  classified  as  this  fund  type  prior  to 
allocation  to  agencies  by  the  Office  of  Budget  and 
Program  Planning.  The  reduction  in  non- 
expendable trust  funds  reflects  the  passage  of  HB 
169,  which  removed  the  requirement  that  these 
funds  to  administer  the  Public  Employee 
Retirement  and  Teachers'  Retirement  System  be 
appropriated. 


Capital  Projects  Fund  Comparison 
97  Biennium  Versus  Legislative  Budget  99  Biennium 

Agcy 

Code               Agency  Name 

Adjusted 
Expenditures 
Fiscal  1996 

Adjusted 
Authorized 
Fiscal  1997 

Total                        TOU] 
Leg    Budget          Leg    Budget 
Fiscal  1998           Fiscal  1999 

Total 

Adjusted 

Fiscal  96-97 

Total 
Leg   Budget 
Fiscal  98-99 

Difference 
99  Biennium 
-  97  Btcnnium 

%  Change 
97  Bicnnium 
99  Biennium 

6101  Department  of  Administration 
Totals 

58.800 
S58.800 

58.801 
S58.80I 

308.801                308.801 
$308,801              $308,801 

117.601 
$117,601 

617.602 
$617,602 

500.001 
$500,001 

425  17% 
425  17% 

Expendable  Trust  Fund  Comparison 
97  Biennium  Versus  Legislative  Budget  99  Biennium 

Agcy 

Code               Agency  Name 

Adjusted 
Expenditures 
Fiscal  1996 

Adjusted 
Authorized 
Fiscal  1997 

Total                        Total 
Leg    Budget          Leg    Budget 
Fiscal  1998           Fiscal  1999 

Total 

Adjusted 

Fiscal  96  97 

Total 
Leg    Budget 
Fiscal  98-99 

Difference 
99  Biennium 
-  97  Biennium 

%  Change 
97  Biennium 
99  Bicnnium 

6101  Department  of  Administration 
Totals 

$68,516 

S83.2I4 

4.301.803             4.500.000 
$4,375,047            $4,572,204 

$151,730 

8.801.803 
$8,947,251 

8.801.803 
$8,795,521 

5796  82% 

Non-Expendable  Trust  Fund  Comparison 
97  Biennium  Versus  legislative  Budget  99  Biennium 

Agcy 

Code              Agency  Name 

Adjusted 
Expenditures 
Fiscal  1996 

Adjuslcd 
Authorized 
Fiscal  1997 

Total                      lotal 
Leg   Budget          Leg    Budget 
Fiscal  1998           Fiscal  1999 

Total 

Adjusted 

Fiscal  96-97 

lotal 
Ixg   Budget 
Fiscal  98  99 

uirrerencc 
99  Bicnnium 
-  97  Biennium 

»  Lnange 
97  Biennium 
99  Biennium 

6104  Puhlic  Employees  Retirement  Board 

6105  Teachers  Retirement  Board 

Totals 

1.253.220 
678.821 

SI,  932.041 

1.216.169 
736.654 

$1,952,823 

2.469.389 
1.415.475 

$3,884,864 

(2.469.389) 
(1.415.475) 

($3,884,864) 

-100  00% 
-100  00% 

-100  00% 
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Current  Unrestricted  Funds 

As  defined  in  section  17-7-102,  MCA,  the  higher 
education  funds  include  the  current  fund,  the 
student  loan  fund,  the  endowment  fund,  the 
annuity  and  life  income  fund,  the  plant  fund,  and 
the  agency  fund.  The  current  fund,  "...accounts 
for  money  deposited  in  the  state  treasury  that  is 
used  to  pay  current  operating  costs  relating  to 
instruction,  research,  public  service,  and  allied 
support  operations  and  programs  conducted 
within  the  Montana  university  system  and 
colleges  of  technology.  The  financial  activities  of 
the  current  fund  are  subdivided,  for  operational 


purpose,  into... four.. .subfunds...".  These  subfunds 
are  the  unrestricted  subfund,  the  restricted 
subfund,  the  designated  subfund,  and  the  auxiliary 
subfund.  Of  these  subfunds,  only  the  current 
unrestricted  subfund  is  appropriated  by  the 
legislature. 

All  funds  appropriated  to  the  Montana  University 
System  (MUS)  are  shown  to  reflect  fund  origin, 
rather  than  expenditure  in  the  MUS.  Therefore,  all 
funds  appear  in  either  the  general  fund,  state 
special  revenue,  or  federal  revenue  tables. 
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All  Budgeted  Funds 

The  final  comparison  table  is  a  composite  by 
agency  of  the  preceding  tables,  and  shows  a 
$292.5  million  (6.8  percent)  increase  in  total  fund 
expenditures. 


Base  fiscal  1996  in  this  table  excludes  all 
Commissioner  of  Higher  Education  appropriation 
transfers. 


All  Funds  Comparison 

97  Biermium  Versus  Legislative  Budget  99  Biemium 

Adjusted 

Adjust  J 

lob! 

lotal 

lotal 

Total 

Uifkrence 

1  (  MBgf 

Agcy 

Expendiures 

Authorized 

Leg. Budget 

Leg  Budget 

Adjusted 

Leg  Budget 

99Bmnum 

97  Bcnnum 

Code             Agency  Name 

Fiscal  1996 

Fiscal  1997 

Fiscal  1998 

Fiscal  1999 

Fiscal  96-97 

Fiscal  98-99 

-97Bennum 

99Biennaim 

110*   Legislative  Branch 

6327.778 

7.387.697 

7623303 

7623056 

14215.475 

15246359 

1031384 

726% 

1112  Consumrr Counsel 

816.814 

1054.624 

1012577 

1029.735 

1371.438 

2042.712 

171274 

915% 

2110  Judiciary 

7,243,232 

7309,400 

8694388 

8636370 

15052632 

17330.758 

2278.126 

1513% 

21  IS   Montana  Chiropracac  Legal  Panel 

13.797 

14.000 

14000 

14010 

27.797 

28010 

213 

077% 

3101   Governors  Office 

2349382 

3.138.461 

3083578 

3096,190 

5587343 

6.180.168 

192325 

321% 

3201   Secretary  of  Stars  Office 

38246 

38246 

(38246) 

-10000% 

3202  Commissioner  of  Political  Practices 

276.756 

352016 

276020 

275.405 

628.772 

551.425 

(77.3471 

-1230% 

3401   SraE  AudirirsOfficc 

2584.151 

2679003 

3020/592 

2596301 

5263.154 

6017.193 

754039 

1433% 

3501   Office  ofPubhc  Instruction 

524.143.010 

536.656.161 

552.726.439 

546.086351 

1060.799.171 

1098313290 

38014.119 

358% 

4107   Crime  Control  Division 

5,996.242 

7558.641 

10291.108 

9045.687 

13.954383 

19336.795 

5381512 

3837% 

4110  Depanrrentof Jusbcc 

34393081 

37254.177 

38.939510 

38356378 

72,147258 

77.795388 

5648630 

733% 

4201    Public  Service  Regulation 

2025,614 

2.181203 

2509.121 

2.754654 

4206317 

5263.775 

1056558 

2512% 

5100  Montana  University  Sysrm 

218232502 

238039.369 

245.192.105 

253.772.128 

456271371 

498564233 

42.692.362 

936% 

5101    Board  of  Public  Education 

247/S99 

296,363 

297656 

295.063 

544062 

592.719 

48657 

894% 

5113  School  for  the  Deaf  ABImd 

3270219 

3.316.327 

3375.459 

3211307 

6586346 

6386.766 

220 

5114  Montana  Are  Council 

701.432 

829396 

791004 

778278 

1530328 

1369282 

38.454 

231% 

5115   Library  Cormission 

2.791.970 

3.462.411 

3590.619 

3365.723 

6254.381 

6556342 

701561 

1122% 

5116  Advisory  Council  for  Vocational  Education 

158576 

173514 

332090 

(332090) 

-10000% 

5117  Historcal  Society 

2/586,819 

2520252 

3076.777 

3033.958 

5607071 

6.110.735 

503664 

898% 

5201    DepanmenlofFish. Wildlife  A  Parks 

33090525 

36501062 

43517587 

39524370 

69591587 

83.441557 

13350370 

1990% 

5301    DcparlmenlofFjivironmentalQuality 

25,720048 

28510308 

31021069 

28.790.453 

54230356 

59311522 

5581.166 

1029% 

5401   DcpanmentofTransporaDon 

306204.058 

386299.944 

351.144518 

330228.405 

692304002 

681372523 

(11.131079) 

-161% 

5603  DepanmemofLivestnck 

5579.632 

6.157225 

6384089 

6313.120 

12.136357 

13.697209 

1360352 

1236% 

5706  Dcparttnentof  Natural  Resources  A  Conservation 

24,055.190 

24314,701 

28593684 

28270063 

48369391 

57263.747 

8393356 

1718% 

5801    Department  of  Revenue 

23.761 .309 

24585688 

26.197580 

24599509 

48.346597 

51.197389 

2350392 

5.90% 

6101    Department  of  Administration 

4.747,140 

5053  380 

9.441.148 

11313516 

9300320 

20.755064 

10554344 

11178% 

6102   Appellar  Defender  Cormission 

101.178 

104.129 

155.116 

161.409 

205307 

316325 

111218 

5417% 

6104  Public  Employees  RetrementBoard 

1253220 

1216.169 

2.469389 

0.469389) 

-10000% 

6105  Teachers  Rettrement  Board 

678321 

736.654 

1,415.475 

(1.415.475) 

-10000% 

6107   Long-Range  Building 

6201    Depanrrentof  Agncuhure 

7527231 

8689.621 

9206353 

9215318 

16216352 

18.422071 

2205219 

1360% 

6401    DcpartnrntofCorrectiorrs 

54,408.737 

56.604.467 

75,431239 

83.438.114 

III0I3204 

158369353 

47356.149 

4311% 

6501    Depanrrentof  Commerce 

36.411.177 

44,172594 

46.963374 

47367559 

80383.771 

94330533 

14247.162 

1768% 

6602   Department  of  Labor  &  Industry 

36506,454 

43.374256 

41588596 

41.606583 

80310.710 

83395579 

3284369 

409% 

6701    Departmenlof  Military  Affars 

6.720.739 

7011503 

8.124.191 

8220.769 

13.732242 

16344560 

2612.718 

1909% 

6901    Departmenlof  Pubic  Health  A  Hurrmn  Services 

670007,164 

745527581 

746J3S7300 

765345355 

1,415.934.745 

15H5I3.655 

95.978510 

678% 

Totals 

$2.053361.697 

$2275.320343 

$2310053000 

$2311,167337 

(4328682240 

$462 1220337 

$292538097 

676% 
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